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COMPUTERS 4 
FAST ANSWERS TO SYSTEM PLANNING PROBLEMS@ 


Today, load flow studies vital to all system planning areas, The IBM digital approach offers several importa 
previously taking weeks by former methods, are done in tages: accuracy sufficient for loss studies, no trans 
hours with IBM digital computers. And—at a fraction of errors, ability to study high- and low-voltage syste 
the cost. a common MVA base, table look-up operations, fa 
decisions. Not confined to special purposes, |B 
ment is easily time-shared by all pubiic utility dep 
for maximum usage and mutual benefits. For thee 
accountant or operating man, IBM computers are} 
tools solving the problems of ever-expanding utility) 


System data is easily placed on punched cards or magnetic 
tapes and fed into an IBM digital computer. The base case 
is calculated and recorded. The computer then proceeds 
automatically from case to case. In a matter of seconds the 
engineer has available a complete print-out of all system 
load conditions, voltages, phase angles and system losses. Call your local IBM representative today for more 
Thanks to IBM equipment he is free to devote more time information on IBM digital computers—engineeri 
to creative system planning. savers you shouldn’t overlook. 


INTERNATIONAL BUSINESS MACHINES CORPORATION, 590 MADISON AVE., NEW YORK 4 
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Praying a dynamic role in the economy 
of our nation, the investor-owned Utility 
Industry continues to expand its life- 
lines of service. Not only meeting the 
needs of today’s consumers, but prepar- 
ing also for an atomic age, Utilities are 
faced with enormous capital expansion 
requirements. 


To assist in the many financial complexi- 
ties accompanying this growth, Irving 
specialists are ready with new and sound 
approaches. Our Analytical Studies, 
Seminars, and Round Tables, may bring 
added vitality to your capital planning, 
financing, or cultivation of the financial 
community. 


For more information, call Public Utilities Depargpent at Digby 4-3500 
or write us at One Wall Street 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $135,000,000 
Ricuarp H. West, Chairman of the Board 


Public Utilities Department 


Total Assets over $1,600,000,000 


Grorce A. Murpny, President 


—Joun F. Cuitps, Vice Presiden: in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





| wish we had more personnel 
nd time to prepare this study 
fora new power plant and site. 


Your regular staff is overloaded now. 
Call in the specialists and let them 
carry the peak load. 
How about Pioneer? 


5;) Pioneer Service & Engineering Co. 


YEAR 


231 SOUTH LA SALLE STREET e CHICAGO 4, ILLINOIS 


Give your 
non-routine 
operations 
to Pioneer 


Design and Consulting 
Engineering Services 
Pioneer has specialized in design- 
ing power plants for 57 years. It 
offers design service for fossil fuel, 
hydro and atomic plants. It will also 
assist in forecasting load growth, 
in site selection, in purchasing and 
expediting of equipment and in su- 
pervising construction. Pioneer's 
other services include substation, 
transmission and distribution stu- 

dies and design. 


Services in Regulatory Matters 
Pioneer offers its services in all 
phases of Federal, State and Local 
regulation including the rate base, 
depreciation analysis, cost of serv- 
ice studies, market analysis, certifi- 
cate proceedings and rate of return. 


Corporate Services 
Pioneer’s services in corporate 
matters include business and man- 
agement engineering advice, fi- 
nancial, accounting and tax counsel 
and insurance and pension plans 
and programming. It operates a 
stock transfer and dividend dis- 
bursement service and maintains 
stock ledgers when desired. 


NEW! 


On your letterhead, write for 40-page 
booklet, ‘‘Pioneering New Horizons 
in Power.’’ Describes, illustrates 
Pioneer’s engineering services, and 
corporate services, from financing to 
operation. 





with the Colter: 


. late genius, Dr. Albert Einstein, 
used to tell a very human story to 
demonstrate the fact that the blunt truth 
is not always compatible with human sym- 
pathy, simple charity, or even plain good 
manners. He referred to a young bride- 
groom in one of the old countries of Eu- 
rope who had followed local custom by 
obeying his parents in marrying a some- 
what affluent wife who was by no means 
beautiful. When someone asked him if he 
were happy, the young man could only 
say, somewhat wistfully, “If I were to try 
to tell you the truth, I would have to lie.” 


THE revenue requtrements of public 
utility companies these days demand that 
they seek rate increases sometimes recur- 
rently. And it is the duty of public rela- 
tions officers to plan explanatory publicity 
and other information programs that will 
give the rate-paying public a better under- 
standing of why such increases are neces- 
sary. But it would be expecting too much 
to think that a public utility company 
could actually gain new friends or make 
everybody perfectly happy in the process 
of a rate case. The best that a company 
can reasonably expect of even the most 
enlightened public relations operation, 
during such proceedings, is tc make the 


MICHAEL SHELDON 


resulting increase a little more palatable 
and acceptable to the public. 


But good public relations, like a good 
balance in the bank, is usually the result 
of steady accumulation over a consider- 
able period. A company which has long 
been following an enlightened program of 
creating good will and better understand- 
ing already has such reserves upon which 
to draw, when the rainy day of a rate case 
arrives. If a company has not been fortu- 
nate enough in its advance preparation, it 
may find itself overdrawn in the bank of 
public opinion. 


ALL this is by way of restating the oft- 
told tale that good public relations do not 
start with a rate case. On the contrary, 
the rate case is a pressure test which shows 
up just what kind of good will balance the 
company has accrued. 


— telephone companies have 

found it necessary to go to the regu- 
latory commissions sooner, and perhaps a 
little oftener, than some of the other util- 
ity industries for rate increases, a discus- 
sion of their public relations practices dur- 
ing a rate case should prove of timely in- 
terest to all. The opening article in this 
issue comes to us from a staff supervisor 
of editorial services of the Beil Telephone 
Company of Canada and gives a realistic 
appraisal of practical steps, as well as pit- 
falls to be avoided, in maintaining a tele- 
phone company’s public relations with the 
public during these difficult times. 


THE author of this opening article is 
MICHAEL SHELDON, a native of London, 
England, and a graduate of Oxford, who 
did wartime service with the British Arm. 
Intelligence Corps, mainly in political or 
psychological warfare. After the war h« 
was assistant press attaché at the Britisl 
Embassy in Brussels, and did some public 
relations work for the British European 
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THE COLUMB 
SYSTEM, INC. 
COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 


120 EAST 41st STREET, NEW YORK 17, N.Y. 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 
AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 


— natural gas continues to be the 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 


erred fuel for home and industry. 


PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COM- 
PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 





PAGES WITH THE EDITORS (Continued) 


Airways. In 1948 he came to Canada and 
joined the Bell Telephone Company in 
1951. His press assignments include the 
preparation of annual reports, special 
articles and speeches, and developing pub- 
lic relations policies and statements on a 
variety of matters, including financing. 
He has also written a number of articles 
for Canadian publications, such as Mac- 
lean’s Magazine, Canadian Business, and 
Canadian Geographical Journal. 


* * * ok 


et court and commission proceed- 
ings on the proper position on tax ex- 
pense in the corporate income statement 
has focused the attention of accountants 
on the placement of deferred credits to in- 
come taxes on the position statement. This 
naturally involves the problem of income 
tax allocation. In his article beginning on 
page 125, L. Lynnwoop Aris, now a 
teaching fellow in accounting at the Uni- 
versity of Michigan, has written an 
analysis of the theoretical accounting fac- 
tors involved. He proposes to show that 
interperiod tax allocation conforms better 
with the generally accepted accounting 
principle of matching expense and revenue 
than showing the tax actually charged by 
the government on the income statement 
during a given period. 


Mr. Aris is a graduate of Albion Col- 
lege, Albion, Michigan (BA, ’58). He 
took his recent accounting internship at 
the Detroit office of Arthur Andersen & 
Co. and is still engaged in postgraduate 
work, majoring in business administra- 
tion. 

ok * * * 


AMES E. Brown of the University of 
Florida, College of Business Adminis- 
tration, whose article begins on page 119, 
undertakes to show that recent arguments 
expressed in this publication on the 
“liability to replace” as a measure of de- 
preciation must be recognized as the old 
annuity method of depreciation treatment 
in a new dress. The author concludes that 
the solution is not to adjust depreciation 
charges to replacement basis, nor to permit 
an extra “attrition allowance” in the rate 


L. LYNNWOOD ARIS 


of return. He proposes that inflation 
losses themselves be recognized on the 
books of the utility. Only in this way can 
the evil of inflation be met head on. 


Mr. Brown is a graduate of the Uni- 
versity of Virginia (BS, ’54) who also 
received an MA in accounting from Mich- 
igan State University. 


oe A. Roperts, whose suggested 
solution to the transit rate problem 
appears in our “What Others Think”’ de- 
partment (beginning page 152), is an en- 
gineering graduate of Harvard (’14) and 
a research fellow in railway engineering 
at the University of Illinois. For nineteen 
years (1923-42) he was chief executive of 
one of the transit systems in New York 
city (now known as Queens Transit Cor- 
poration). During World War II he was 
director of highway passenger operations 
of the Office of Defense Transportation. 
Since the end of World War II he has 
been a consulting engineer specializing in 
passenger transportation for a number of 
cities and transit systems and for several 
regulatory commissions (notably Mary- 
land and the District of Columbia). 


THE next number of this magazine will 


be out July 30th. 
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the Nautilus 


August 1958, the Nautilus leaves 
Hawaii. Remington Rand ‘99” Calcu- 
lator’s assignment—fast, accurate fig- 
urework. 
For accuracy, all essential factors are 
printed on tape—answers printed in 
red. For speed, automatic multiplication 
and division—the ‘99” serves as an 
adding machine, too. One “99” Calcu- 
lator serves where two machines would 
otherwise be needed. 
11:15 p.m. EDT, August 3, 1958, the 
Nautilus sails under the North Pole. 
Man’s first trip under the Arctic, new 
speed and endurance records of 2,361 
leagues (8,146 mi.) in 19 days from 
Hawaii to Europe, the Nautilus. It takes 
I LOI Le Lape ime 2 lot of figurework, ; 
= DIVISION OF SPERRY RAND CORPORATION etapa Bi Rggan Magy an 
ee nuclear submarine in the fleet ships a 
: “99” Calculator. 
Did you know you can buy a “99” Calcu- 
lator for $6.68 a week after a small 
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down payment? Much less with trade-in. 
Contact your local Remington Rand Office 
or write for folder C1152, Room 1711, 


nue Sourn New 0 () 


Coming IN THE NEXT ISSUE 


(July 30, 1959, issue) 


* 


REGULATED INDUSTRIES AND THE CAPITAL MARKET 


Dr. Roland B. Eutsler, of the School of Business Administration of the University o 
Florida, and James E. Brown, also on the University of Florida faculty, have combinex 
their talents to give us an analysis of the capital market in its relation to regulatec 
utility industries. These authors take the view that the continued contribution o: 
transportation and private utility industries will be greater than under public owner 
ship and operation. They further propose that such contribution will be needed fo: 
the American economy in an increasing amount if these industries are to meet the 
rising demands of growing population. Essential to the private capital system is the 
payment of rewards to all productive resources, management, labor, and to the 
capital used in production. 


IN CASE OF ATTACK 


Three years ago in PUBLIC UTILITIES FORTNIGHTLY, the Assistant Secretary of 
the Interior, Fred G. Aandahl, wrote an article on the subject of civil defense plan- 
ning for public utility industries in case of an attack. What has been the thinking 
of the responsible government authorities since that time? Herbert Bratter, profes- 
sional author of Washington, D. C., has checked the latest available information on 
this subject in the Business and Defense Services Administration of the U. S. Depart- 
ment of Commerce. But one of the most interesting and important problems was 
the creation of an executive reserve and the decentralization of the same to avoid ont 
the serious consequences that might result in the event of a catastrophic enemy g by t 
attack on the nation's capital. ae 
es t 
WHEN AND HOW SHOULD THE UTILITY EXECUTIVE RETIRE? we 
During his career, Alfred M. Cooper, now a professional writer of Indio, California, Ldiee 

was at one time educational director for a large publicly owned electric utility. b 
Subsequently, he was associated with the management of an investor-owned utility as 
company. Accordingly, he has had an opportunity to consider on a broad basis the 
problem of making proper provision for the retirement of utility executives, whether rom | 
in publicly owned or privately owned utility operations. He points out, for example, y plo 
that in any consideration of retirement schedules it is essential to bear in mind that aluabl 
wealth of experience which makes the executive of sixty or over valuable to his 
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Al SO... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others, 
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onth-by-month analysis of 
ig by the “One-Step” Method* 
des the accurate, clearly docu- 
pd report illustrated above. The 
of these monthly reports in devel- 
p data for rate cases has been amply 
en by their reception before public 
ecommissions during the past decade. 
rom these analyses rate engineers can 
y plot past, present and future courses 
pluable in helping secure rates to protect 
tings ratio necessary to attract fresh cap- 
or plant expansion under construction or 
ed for the future. 


ookict describing the ‘‘One-Step’’ Method of Bill 
Sis is yours for the asking — write Dept. U-1. 


RES service exclusive 


ORDING & STATISTICAL 


CORPORATION 
100 Sixth Avenue * New York 13, N. Y. 





CErublle Crake 


“There never was in the world two opinions alike.” 


Ho_tMES ALEXANDER 
Columnist. 


C. CANBY BALDERSTON 


lice chairman, Federal Reserve 


Board of Governors. 


Dwicut D. EISENHOWER 
President of the United States. 


BARRY GOLDWATER 
U’. S. Senator from Arizona. 


[EDITORIAL STATEMENT 
First National City Bank 
Monthly Letter. 


—MONTAIGNE 





‘American wealth is more in our heads and fing: 
tips than in our earth, although the latter is nothing t« 
sneeze at... the reason for American supremacy ha: 
been nonmaterialistic. Our wealth did not come en 
tirely out of the forests and mines . . . in these days 
of materialism, it is very hard for Congressmen an’ 
Cabinet members to see that point.” 


¥ 


“While the majority of investors cannot outrun in 
ation, they can do something to protect themselves 
against it; that is, they can unite to fight it by demand 
ing prudence in the management of national affairs and 
by exercising it in the conduct of their own. In short, 
they can insist that the nation not spend more than it 
sarns through production and that their government 
live within its income.” 


¥ 


“". . in recent years . . . our dollar has lost half 
its value. If that continues ... it is going to be dis 
astrous for our kind of economy and for the welfare 
of our people; and the expansion of your economy is 
not going to come out of [federal] spending. The ex 
pansion is going to come from the incentives that we 
give to our people for working hard, using their brains, 
and keeping what they can earn as much as possible, 
so they spend their money themselves.” 


. 


“T would go for farm legislation which insured the 
farmer against loss by acts of nature. But that’s all. He 
should not have federal insurance of his profits. Es 
sentially, the farm problem today is to get the govern 
ment out of the picture and to let the market take full 
control. . . . I don’t blame any farmer for taking ad 
vantage of legislation which Congress has passed. I do 
blame Congress. We ought to have the guts to take the 
government completely out of the agricultural field.” 


¥ 


“. . . the value of stocks must reflect, in the long 
run, the earning power of business. This, in turn, will 
be vitally affected by government programs and policies, 
taxes, controls, and regulations. Rising business profits 
and dividends do not necessarily follow from higher 
consumer prices. It is worth noting what happened to 
common stocks in Great Britain during the years 1946- 
50 when the Labor party was in power. During those 
years—marked by very high taxes, nationalization (and 
threat of nationalization) of industry, rigid government 
controls, and basic antagonism towards private business 
—though the British cost of living rose nearly 22 per 
cent, prices of industrial shares dropped 17 per cent.” 
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42 ft. boring mill-rough cuts a stay ring for one 
of the world’s most powerful hydraulic turbines. 


swport News builds six king-size turbines 
for Niagara Power Project 


skilled Newport News machinists are milling 
ring for one of six 200,000 hp. Francis-type 
ulic turbines. Before they’re finished, they’ll 
out ‘ive more turbines—the world’s most 
ful- for the Lewiston Power Plant of the 
ra Project. 

wport News has not only the men, but the 
les tc: take a job like this in its stride... 
job, too. For example, the 42 ft. boring 


gineers . . . Desirable positions available at 
Wport News for Designers and Engineers in 
ny categories, Address inquiries to Employ- 
t Manager, 





mill pictured above was designed and built at 
Newport News. 

The large engineering and technical staffs, acres 
of iron, brass and steel foundries, five huge machine 
shops, and additional specialized equipment make 
Newport News a leader in the production of 
hydraulic turbines, valves, gates, penstocks, and 
other water power equipment you need. 

Consult Newport News engineers on preliminary 
design recommendations at no obligation. 


Shipbuilding and Dry Dock a 


Newport News, Virginia 











Twofold Benefits From The 


Analysts Journa 


7, its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 





THE ANALYSTS JOURNAL 
444 Madison Avenue, Room 2004 
New York 22, N. Y. 


Gentlemen: 
O Please enter my subscription for one year at the subscription rate 


of $5.00—United States; $5.50—Canada. 


O Please send me your advertising brochure. 























Takes the shop to the job! 


A ready-to-roll workshop on wheels . . . that’s this versatile Dodge Trades- 
man, and it puts to use every available inch of space. 


There’s pick-up load space aplenty, with a lockable sliding roof to protect — 
whatever you carry. Lock-up compartments for weatherproof storage of 
tools, fittings and supplies. Even a handy workbench .. . when you swing 
down the horizontal compartment doors. Ladder racks available. 


Take your Tradesman with four or six compartments, powerful V-8 or 
economy Six, 3- or 4-speed transmission or push-button LoadFlite. No doubt 
about it—here’s the service truck with the most! See your Dodge dealer for 
all the reasons why... 


today, 


it’s real smart : a 
to choose D odge 


Trucks: 





For service calls in any kind of weather and over any terrain, you can’t beat 
Dodge 4 x 4 Power-Wagons! This W500 with special utility-type body, for 
instance, combines Dodge dependability with two- or four-wheel-drive traction 
that goes anywhere. Winch and power take-off available. 




















PROCEEDINGS 
1958 CONVENTION 


AT PHOENIX, ARIZONA 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





THIS edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 
including the following: 


Rates of Public Utilities and Transportation Agencies, Depreciation, Valuation, Railroad 
Passenger Deficit and Regulation of Public Utilities, Panel discussions on the subjects 
of "The Memphis Decision and Its Effect on Gas Distribution Companies”, "The Case 
for Repeal of the Excise Taxes on Transportation and Communications", and "The 
Treatment of Accelerated Depreciation for Rate Making Purposes." 


Price $10.00—Approximately 550 Pages 





OTHER PUBLICATIONS OF THE ASSOCIATION 


1957—Uniform System of Accounts for Water Utilities 
For the purpose of applying the 1957 Revised System of Accounts for Water Utilities 
prescribed by State Commissions the new editions have been printed in three (3) 
volumes: 


Class A & B — 128 pages 


Accounts for utilities having annual water operating revenues of $250,000 or more .... 


Class C — 100 pages 


Accounts for utilities having annual water operating revenues of $50,000 or more and 
less than $250,000 


Class D — 64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000 ... 


NOTE: 1958 Revised Uniform System of Accounts for Electric and Gas Utilities are in the process 
of being printed and will be available about May 1, 1959. 
1958—Regulations Governing the Preservation of Records of Electric, Gas 
and Water Utilities 
Local Service Telephone Rates (Revised 1957) 
An excellent compilation of rates prepared by NARUC Subcommittee on "exchange rates" 
for all exchanges of Bell System, the rates of cities of 50,000 population or more for Bell and 
Independent exchanges, and tabulation of above exchanges which had ten cent coin tele- 
phone rate in effect June 30, 1957 


Local Service Telephone Rates—Set of revised pages only for 1958. 75 loose leaf pages 


Telephone Separations Manual (Revised 1957) 
Includes the 1952 addendum, the so-called Charleston Plan and the 1956 addendum, the 
so-called Phoenix Plan changes 
Depreciation: 
1943—1944 Reports of Committee on Depreciation. A comprehensive and complete analysis 
of the problems of depreciation on public utility regulation. 326 pages, paper bound 
1946—Methods of Pricing Retirements from Group Property Accounts 
1948—Letter Symbols for Mathematics of Depreciation 
1948—Half Cycle Methods of Estimating Service Life 
1955—Report of Committee on Depreciation (Discussion of Liberalized Depreciation under 
Internal Revenue Code of 1954) 
1956—Report of Committee on Depreciation (Depreciation Rates for Electric Utilities) .... 
1958—Report of Committee on Depreciation (Cost of Removal and Gross Salvage related to 
Book Cost Retired for Electric, Gas and Telephone Companies) 
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Sunday—19 





Tiursday—16 
School Food 


Association will 
weting, San Fran- 
Cal. Aug. 9-13. Ad- 


American 


vance notice. 


American 
Association 


annual 


Friday—17 

Works 
six-day 
San 


Water 
ends 
conference, 
Francisco, Cal. 


Summer 


Saturday—18 
Communications W 
Course will be held, Massa- 
chusetts Institute of Tech- 
nology, Cambridge, Mass. 
Aug. 17-28. Advance notice. 


and Convention will be held, 
San Francisco, Cal. Aug. 


“estern Electronic Show 


18-21. Advance notice. 





Monday—20 


Summer Radto- 
vision and Appliance 
begins western mer- 
mart, San Fran- 


cisco, Cal. 


Market 


chandise 


American Bar 
will hold annual meeting, 


Tuesday—21 


Association 


Miami Beach, Fla. Aug. 
24-28. Advance notice. 


Wednesday—22 


The American Dietetic As- 
sociation will hold meeting, 
Los Angeles, Cal. Aug. 
24-28. Advance notice. 


Thursday—23 


American Institute of Elec- 
trical Engineers will hold 
petroleum industry confer- 
ence, Long Beach, Cal. Aug. 


25-27. Advance notice. 





Friday—24 


est Gas Association 
d gas school and 
nee, Ames, Towa. 
-28. Advance notice. 


Saturday—25 


West Virginia Broadcasters 
Association will hold meet- 
ing, White Sulphur Springs, 
W. Va. Aug. 28-30. Ad- 


vance notice.’ 


Sunday—26 


Eighth Utility Management 
Workshop begins, Harri- 
Campus, Harriman, 

NeW: 


man 


Monday—27 


New Jersey Gas Associa- 
tion will hold annual con- 
vention, Asbury Park, N 
Sept. 4. Advance notice. 


€ 





uesday—28 


ting Engineering 
will hold national 

conference, San 
‘0, Cal. Sept. 7-10. 
\dvance notice. 


Wednesday—29 
Northwest 


Missoula, Mont. 


Shippers Adz- 


sory Board beqmy meeting, 


Thursday—30 


Ten nessee Tel é P h rone A SSO- 
ctation will hold annual con- 
vention, Nashville, Tenn. 
Sept. 9, 10. Advance notice. 


Friday—31 


Pacific Coast Gas Associa- 
tion will hold annual meet- 
ing, Los Angeles, Cal. Sept. 

9-11. Advance notice. 




















Courtesy, Bell Telephone Laboratories 


New Dial-in-hand Telephone 


New Jersey Bell Telephone Company is now installing 250 of these 
dial-in-hand telephones recently developed by Bell Telephone 
Laboratories, to test customer reaction to appearance ana 
operation. The phone’s dial has a night light for easier dial- 
ing. A number of independent telephone companies are 
likewise testing similar equipment made by independ- 
ent manufacturers. 
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The Public Relations 
Of a Telephone Rate Case 


By MICHAEL SHELDON* 


A rate case puts the public relations achieved by a utility to a crucial test. It 

is usually a localized affair and it should be conducted on that plane. All pub- 

licity material should be carefully related to the various groups it seeks to in- 

fluence in a way each will best understand. Down-to-earth arguments should 

be used. The value of the utility to the community should be emphasized. The 

rate case will progress much easier to a successful conclusion where the public 
relations climate is favorable. 


HE period of a rate application pre- 
sents a utility with its greatest public 
relations challenge, and it does this 

on two levels. There are the public rela- 
tions activities associated with the conduct 
of the case, aiming at effective promotion 
of the company viewpoint. More impor- 
tant though is the safeguarding of the com- 
pany’s long-term public image; the rate 
case must not be allowed to hurt a reputa- 
*Staff supervisor, editorial services, The Bell 


Telephone Company of Canada. For additional 
Personal note, see “Pages with the Editors.” 


tion for good management and fair deal- 
ing. 

An application for higher rates is an un- 
fortunate necessity—for both the company 
and the customer. The company would 
prefer to be able to provide good service 
and make a reasonable profit without the 
trouble of a rate case and the greater vul- 
nerability higher charges inevitably bring. 
As for the customer—nobody willingly 
pays more for anything, however logical 
the arguments for doing so may sound. 
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Ideally, therefore, the company would pre- 
fer to pass over the situation in silence, and 
it is certainly interested in creating as little 
disturbance as possible. Nonregulated busi- 
ness can—and does—raise its prices with- 
out any public notice. 

Any public relations planning should 
start from this basis. It is a matter of do- 
ing what is essential, not of indulging in 
elaborate activity which may only add to 
public sensitivity to the situation. 


Ws are thé potential audiences for 

the various types of publicity which 
may be used? First, there are the cus- 
tomers; in most instances they can be 
equated with the general public. Then 
there are the opinion leaders in the various 
communities which the utility serves, espe- 
cially important being those with political 
power or influence. Thirdly, there are the 
employees, both management and nonman- 
agement. Without their active support the 
company cannot hope to sell its case to 
their friends and neighbors. Fourthly, 
there are the shareholders who, it should 
not be forgotten, may well be customers 
too. Fifthly, the effect of company pub- 
licity on the regulatory authority itself 
should not be overlooked, particularly the 
way it can influence the atmosphere in 
which the case will be heard. 


Slanting PR Material 

is is important that any public relations 

material, written or spoken, should be 
carefully tailored to the interests of the 
particular group. It is equally important 
that there be no conflict between the dif- 
ferent approaches, even though there is a 
marked variation in emphasis. In general, 
for example, the capacity of management 
and nonmanagement employees to absorb 
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the situation will vary considerably. Man- 
agement people should be given a full, ob- 
jective story, accompanied by guidance 
notes on how best to present this to the 
employees who work for them. The same 
detailed attention cannot be expected from 
the entire employee body, so there is call 
too for a simplified statement of the com- 
pany case, bringing out the key facts and 
arguments. Were management to receive 
only the latter, they would—rightly—feel 
insulted, and truly interested employees 
should also have access to just as much 
information as their supervisors receive. 
Similarly, it is most desirable that union 
officials be taken fully into the company’s 
confidence. 

Initial statements, articles, or speeches 
ought to be closely related to the formal 
company case, and to the priorities estab- 
lished there. But the public relations de- 
partment should be allowed sufficient flex- 
ibility to bring in other facts and argu- 
ments if the situation warrants it, notably 
if opposition statements begin to alter the 
direction of the case. And it is generally 
important that legal and financial people 
realize that the public relations presenta- 
tion cannot be made in exactly the words 
or format which they use for submission 
to the regulatory body. 


Some Appeals to Use 

—— of the public relations material 

will present or paraphrase the formal 
case, discussing, for example, the rise in 
costs or the need for better earnings to 
attract capital. However, public relations 
advisers may want to go further than the 
application. In dealing with costs it may 
be desirable to place greater emphasis on 
rising wage rates—particularly in em- 
ployee material. Or to explain in some 
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detail what the company is doing to con- 
trol costs through greater efficiency, yet 
all its efforts have not sufficed to bottle 


up the pressures of inflation. Similarly, 
the impact of taxes may require more 
extended treatment. 


THERE are also specifically p. r. arguments, which may, of course, 
be included in the application. One is the national or regional sig- 
nificance of the utility, and the related reasons for keeping it in good 
financial and operational health. Another is the effect on local pros- 
perity of the company payroll and tax bill. Again, there is the em- 
ployment provided both directly and through the company's suppliers, 
employment which would be endangered by inadequate earnings. 
These are most effective appeals to both the general public and opinion 
leaders, especially to elected officials, and local figures should be used 
wherever possible to back them up. In fact the more the company 
story can be localized, the greater its impact will be. 


Another appeal of the same type is the 
effect of good earnings on good service, 
and on the company’s ability to expand 
its facilities. However, this can be com- 
plicated, for there is a counterargument 
that present customers are being asked to 
pay more in order to finance the com- 
pany’s service to future customers. It 
should therefore be presented on as wide 
a plane as possible. For example, good 
earnings mean better service at lower cost 
in the long run because they allow more 
effective planning. Also, it is a legal re- 
sponsibility of a utility to provide service 
to those who require it. Rates are not 
designed to finance expansion, so earnings 
must attract capital at fair cost. If low 
earnings force the company to pay too 
much for new capital, in the long run all 
its customers will suffer. 


Avoid Financial Complexities 
INANCIAL topics like this and the more 
intricate ones which may well arise, 

such as the merits of various ways of ac- 
counting for depreciation for tax pur- 
poses, raise an audience problem. Is any- 


thing to be gained from trying to present 
this sort of situation to the generality of 
customers—or even of employees? There 
is plenty of evidence that there is not. 


How convinced a utility manage- 

ment may be of the soundness and 
the morality of its reasoning, the mass of 
the public will be unlikely to envisage 
such financial considerations as justifica- 
tion for higher rates. Not understanding 
the complex issues, they will tend to dis- 
miss the company case as special plead- 
ing. 

Intense publicity on the subject will 
serve only to increase their sensitivity to 
the way they are personally affected. Of 
course attacks on the company may make 
some formal statement unavoidable, but 
this is different from initiating an appeal 
to the public at large. On the other hand, 
these are matters which should be dis- 
cussed frankly with the interested minor- 
ity which influences public opinion and 
often acts for it. It is equally desirable 
that the shareholders be taken fully into 
management’s confidence. 
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A Personalized Local Approach 

HERE are many ways of presenting 

the company case, but there is one 
key rule for all of them. The more local- 
ized, the more personal the presentation, 
the more effective it will be. The com- 
pany-wide newspaper ad is likely to be 
dismissed for just what it is—advertis- 
ing. 

However, a forthright statement should 
be made to the press immediately the 
application is submitted. This can be 
followed shortly afterwards by localized 
versions of the case, stressing the com- 
munity-directed aspects mentioned above. 

Right at the start, too, local company 
people should get busy on a planned pro- 
gram of interviews, ensuring that com- 
munity leaders are well-acquainted with 
the company case. In this way it is often 
possible to head off uninformed criticism, 
and to lessen the effect of politically in- 
spired attacks. Out-and-out opponents 
will scarcely be persuaded to hold their 
fire, but they may act more cautiously if 
they become aware of the extent of in- 
formed appreciation of the utility’s case. 
And the existence of this appreciation 
may well come to the ears of the regula- 
tory authority. But such an information 
program can itself have an adverse effect 
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if the local climate is already unfriendly, 
if the company’s existing reputation raises 
doubt rather than confidence. 


Select a Good Spokesman 

| jemanlanemg this line of thinking, the 

advantage of a good spokesman be- 
comes apparent—of having the case pre- 
sented by a local representative rather 
than by an impersonal organization. And 
when he can address service clubs and 
other gatherings as a known and respect- 
ed member of the community, not just an 
emissary from a distant headquarters, a 
great deal is gained. For that matter, 
company statements will carry more 
weight if they are delivered by the presi- 
dent as an individual. 

Also, the company should not appear 
to be spending large sums of money on 
its public relations activities. Massive ad- 
vertisements, posters, and films are likely 
to arouse more doubts than they settle— 
in the minds of both the public and the 
regulatory authority. 


Inform Management and Employees 
MPLOYEES should be told of the com- 
pany’s action at least as soon as the 
public; management in particular ought 
to be taken into the confidence of the 
executive at the earliest possible moment. 
News of the application should be passed 
down the regular channels of communica- 
tion, for this will put the supervisor’s au- 
thority behind it. And a program of in- 
formation sessions should be planned 
carefully and well in advance. 

But whoever prepares such reports 
must take care to present both sides of 
the case—whether in summaries of press 
comment or in daily reports of the actual 
hearings. 
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Inform Employees Early and Often 


th EARLY days of the application are crucial so far as employee opinion 
is concerned. It cannot be assumed that the employees will automatically 
give their enthusiastic approval to the company's action. They may have per- 
sonal or political reasons for not doing so. A few days without guidance, during 
which public comment alone will influence their attitude, can have lasting ill 
effects. Similarly, it is most important that the employees receive from the 
company regular, up-to-date, and objective reports on the progress of the 
case right through to the final award. They need this material to represent 
the company effectively to their friends and neighbors, and the fact that the 
company has taken the trouble to provide it can be an important builder of 
morale and loyalty. 


Public Attack Techniques 

tm very tricky problem is how far to 

go in replying to public attack. Is it 
wiser to keep a stiff upper lip or should 
unfair criticism always be answered? If 
an attack arises out of genuine misin- 
formation, the record should surely be set 
straight—whether by personal letter or 
call, letter to the editor, or official state- 
ment would depend on the circumstances. 
However, with a political attack there 
may well be weightier reasons for re- 
maining silent. A denial is rarely so 
effective as the first blow, and often the 
one thing the attacker is seeking is to get 
a slugging match going, and so push the 
issue well under the public nose. It is 
hard sometimes for management, aware 


of the dishonesty of its opponents, to re- 
main silent, but such silence may itself 
show up the noisy emptiness of the oppo- 
sition. 


A®= application cannot be looked at or 
planned for in a vacuum, it is part of 
the continuing life of the company. The 
company’s case will be related by all the 
people concerned—customers, sharehold- 
ers, and employees—to its record and at- 
titude. If service is good, people are more 
likely to pay more for it without com- 
plaint. 
Especial care then should be taken in 
a prerate case period not to irritate cus- 
tomers by unwelcome changes in their 
service, however advantageous these 
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changes may seem to the company. Sim- successfully if it is truly integrated into 
ilarly, if the employees are held in high the community, if it has shared fully in 
regard, there is less likely to be an ad- the welfare and other activities which 
verse reaction, whether or not the higher the community regards as important. 
rates result from wage increases. Confidence, which may be withheld from 

a distant, monopolistic corporation, will 


sate, management will be able to be confirmed in co-operative fellow citi- 
present the company case much more zens, in respected local business leaders, 





\X/* must not and we cannot let up in our efforts to bring about 
real gains in productivity. ... 

"The continuous hiking of wages beyond real gains in productivity 
is sure to intensify inflation. As industry makes such gains, everyone 
ought to share the benefits. However, if wage increases absorb them 
all—and more besides—not only is sharing impossible, we are living 
beyond our means and in the long run no one will benefit. 

"... we have ... tremendous pressure for government spending; 
and at the same time, a disposition on the part of many people in 
government to put more and more restrictions on business. 

"Nowadays everybody talks about inflation, but few of the efforts 
to do something about it have had conspicuous success. Ideally, if 
inequities in taxation were eliminated or minimized, the overall tax 
burden on business reduced, and individual incentives restored, | think 
gains in productivity would accelerate, we would have much less in- 
flation of prices, real wages would increase, business would do more 
business, and government revenues would be greater. 

"Government is just full of able, hard-working, and reasonable men 
who have much the same fundamental thoughts. As a practical mat- 
ter, however . . . it is difficult for them to act always as they would 
most deeply and personally desire. And | think we in business have 
added to their difficulties by failing to expose ourselves, our ideas, 
and the facts at our command in ways that win widespread belief. 

"What then should we in business be doing about these things? 

"Number one in our business—and | assume in any business—is that 
we simply must do the best possible job for the people we serve. But 
doing our best is not enough. We must also tell our story convincingly 
in every community. Let us once and for all get over the habit of 
going to people in government when we need something, and ignor- 
ing them when we have nothing to ask for. Let's never ignore them... 

"While | am dead against corporations engaging in partisan sup- 
port of candidates, | certainly think we should do the most we can 
to discuss policies and issues and call attention to their impact." 

—FREDERICK R. KAPPEL, 
President, American Telephone 
and Telegraph Company. 
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The Economic Liability 
To Measure Cost 





By JAMES E. BROWN* 
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We cannot truly measure cost by methods of depreciation which seek 

to circumvent the effects of inflation. The losses sustained by a shrink- 

ing of the purchasing power of the dollar should be recognized as an 

item on the books of the utility in consideration of the rate base, 
depreciation charges, and rate of return. 


INCE the legal recognition of depreci- 
ation, in the famous Knoxville Wa- 
ter Company case in 1909, there 

have been a multitude of arguments and 
articles presented on the subject.’ This 
continuous flow of proposals concerning 
depreciation has promoted, herein, yet an- 
other examination of the nature of de- 
preciation and its function. 

The accepted accounting view of de- 
preciation emphasizes the concept that the 

*Professor, College of Business Administration, 
Accounting Department, University of Florida, 
Gainesviile, Florida. For additional personal note, 


see “Pages with the Editors.” 
1 Knoxville v. Knoxville Water Co. 212 US 1, 


53 L ed 371, 29 S Ct 148. 


119 


purchase of fixed plant and equipment is, 
in essence, an extreme example of pre- 
payment. Just as any other prepaid asset 
expires over time and through use or ob- 
solescence, so is the fixed plant and equip- 
ment consumed. This consumption of 
capital assets is made in the production 
of income and, thus, the accountant pro- 
rates, through various methods, this cost 
over the useful life of the capital asset in 
such a way as to realistically match all 
revenues and all costs applicable to the 
earning of these revenues. 

Depreciation recognizes the expiration 
or consumption of a capital asset’s pro- 
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ductive capacity in earning revenues, such 
expiration or consumption occurring be- 
cause of wear and tear, action of the ele- 
ments, obsolescence, and any other fac- 
tors limiting the economic and productive 
usefulness of the asset. It makes little 
difference what factor causes the ultimate 
retirement of an asset or whether the as- 
set will be replaced or.not. What is im- 
portant and inherent in depreciation is 
the matching of revenues with the costs 
required to produce those revenues. 


The Price Structure 


HETHER or not replacement occurs 

is of no consequence, under the pre- 
vailing concept of depreciation, although 
replacement may well be required by the 
consideration of other factors, such as 
the desire for continuity of operations 
and the social demands of our economy. 
It is widely accepted that, under our sys- 
tem of private property and sanctity of 
contract, investors in business will be af- 
forded the opportunity to recover their 
investment through the mechanism of the 
price structure. 

This price structure is rigidly con- 
trolled in the case of public utility indus- 
tries, such control being exercised through 
the mechanism of a rate-making for- 
mula. Since the statement of the fair 
return-fair-value rule for testing the rea- 
sonableness of rates, regulatory authori- 
ties have considered both the operating 
expenses and the rate base upon which a 
return is established to arrive at the rev- 
enues which the utility may seek to ob- 
tain. The revenues so established should 
be sufficient to allow consideration of the 
full cost of the asset expired and thus 
maintain the integrity of the investors’ 
capital. 
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So long as the depreciation charge is 
computed on the actual cost of capital in- 
cluded in the rate base, there will be no 
impairment of revenues necessary to pro- 
vide investors with a true picture of their 
earnings. Earnings are overstated, and 
the capital investment impaired, when de- 
preciation charges are computed on a 
basis lower than the actual cost of the 
assets appearing in the rate base. Con- 
versely, earnings are understated when 
depreciation charges are higher than the 
actual cost of the assets included in the 
rate base. 

In view of the avowed purpose of de- 
preciation, that of amortization of cost, 
and the manner in which both deprecia- 
tion charges and the reduced book value 
of the depreciable plant and equipment are 
included in the rate-making formula, there 
exists no economic liability to replace. 


Theories of Professor Ring 


yn article by Professor Alfred 
A. Ring, of the University of Flor- 
ida (Pustic UTILities ForTNIGHTLY, 
January 15th), contained an illustration 
of a depreciable asset which had cost 
$1,000 and which had a useful life of fifty 
years.’ It was stated that at mid-life this 
asset had accumulated toward replace- 
ment 50 per cent of its cost or $500, but 
that this was in error. 

Professor Ring contends that the cost 
accumulation need only be the present 
value of the liability to replace one-half, 
or $500, of investment in twenty-five 
years. The basic error which lies in this 
contention is that $500 has been accumu- 
lated toward replacement. Actually there 


2“The Economic Liability to Replace,” by Alfred 
A. Ring, Pustic Utitities Fortnicut ty, Vol. 63, 
No. 2, p. 73, January 15, 1959, 
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without consideration of the possibility 
of eventual replacement, which is a sepa- 
rate decision to make. 


has been no accumulation; rather, $500 of 
the original cost of the asset should have 
been charged or matched against revenues 


PROFESSOR RING further claims that the discounted value or pres- 
ent worth of the “‘liability to replace'’ an investment some years hence 
must be recognized as the economic measure of depreciation which 
has accrued. Accordingly, he accepts as sound theory the practical 
application of the obsolete annuity method, a method which even in 
the beginning had very few proponents. The theory underlying the 
annuity method is, in essence, the recognition of imputed interest in 
the accounts. As a practical matter, however, it was found imprudent 
and undesirable to include income of an imputed nature in the ac- 
counts; thus, depreciation charges themselves were reduced in the 
earlier years and increased in the later years of useful life to account 


for the existence of this imputed interest. 


Unsound Economic Thinking 
ene economic theory holds, however, 
that depreciation charges remain un- 
changed and that interest income of an 


imputed nature be recognized. The re- 
turn which could have been earned had 
an investment been made in interest-bear- 
ing obligations, or the implicit interest 
earned on the balance of the depreciable 
plant and equipment, under the annuity 
method, should appear, in theory, as in- 
terest income in the accounts. The diffi- 
culties and misunderstandings which arise 
by such a procedure account for the re- 
duction of depreciation expense rather 
than the inclusion of implicit interest on 
the accounts as income. 

The use of Professor Ring’s “economic 
liability to replace” method implies that 
the reduction of depreciation expense in 
the earlier years of useful life and in- 
creasing depreciation charges as time goes 
on is sound economic theory. This 
amounts to the acceptance as theory of 
the annuity method as it is applied in 
computing depreciation charges. Thus, 


Professor Ring accepts as sound a pro- 
posal which disregards true economic 
theory and which is based upon the prac- 
tical application of a concept. 

As long as the price level remains fair- 
ly stable any standard depreciation meth- 
od, including the variation of the old an- 
nuity method employed by Professor 
Ring, will result in depreciation charges 
which, in amount, will closely approxi- 
mate actual expired costs. The only ad- 
vantage in the argument presented in Pro- 
fessor Ring’s article lies in the possibility 
that the rate of return allowed by the 
regulatory agency is higher than the rate 
used to compute the “economic liability 
to replace.” 


Effects of Inflation 
HE price level has changed drastically 
during the recent growth years of 
the public utility industries and this has 
led to many inequities being imposed 
upon the investors. Many new ideas and 
proposals concerning the rate base and 
the rate of return have been aimed to- 
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ward investor and capital protection in 
this period of rising prices; however, they 
are all attempts to get in the backdoor 
of the inflation preserve. The “eco- 
nomic liability to replace” method, to af- 
ford any capital accretion, must depend 
upon a rate of return higher than the rate 
of discount employed. This is merely an- 
other device to provide for replacement 
in a period of rising prices quite similar 
in effect to increasing depreciation charges 
to a replacement basis. 

Increasing depreciation charges to a re- 
placement basis is really a subterfuge 
which conceals an item of inflation ex- 
pense in a charge which is intended to 
represent amortization of cost. It is dis- 
honest accounting. If an expense provi- 
sion is to be made for price level changes, 
it should be so tagged, and not concealed 
as something else. Supporters of the re- 
placement theory, be it through increased 
depreciation charges or through manipula- 
tion of the rate base, apparently are con- 
vinced that accountants, economists, and 
management prefer to employ such sub- 
terfuges rather than subject themselves to 
the criticisms and public misunderstand- 
ing that would arise from an open state- 
ment of “inflation expense” as an operat- 
ing charge. Why must it be necessary to 
hide behind weird accumulations of re- 
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placement cost, or “attrition” allowances 
in the allowable rate of return, to accom- 
plish the same thing which could be ac- 
complished through an open display of 
honesty? 


An Adjustment Should Be Made 
te is common knowledge that the eco- 

nomic value of money lies in its pur- 
chasing power, its command over goods 
and services. If the integrity of private 
investment capital is to be maintained, the 
amount available as a return upon the risk 
capital of public utilities must bear some 
direct and proportionate relation to the 
varying purchasing power of the most 
basic of all standards of pecuniary value, 
the dollar. 

The utility industry has found itself in 
an extremely unfavorable position with 
the decline in the purchasing power of the 
dollar which has taken place. This rise 
in the price level underlies the frequent 
plea for adoption of replacement cost, 
“economic liability to replace,” or “attri- 
tion allowance,” in the determination of 
depreciation charges, the rate base, and 
the rate of return. 

Some regulatory bodies, in theory at 
least, agree that the rate of return should 
be adjusted to maintain the industry's 
relative position as a business venture. 
However, the rate of return has been held 
sacred along with the historic original 
cost, and commissions have been rciuctant 
to increase the rate of ret: he utilities 
have had to fight for every equalization 
increase in their rates to a competitive 
capital-procuring level. ‘There has been an 
increasing number of supporters for some 
method of protecting the utility against 
an unfavorable position as a result of price 
level changes. 
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THE ECONOMIC LIABILITY TO MEASURE COST 


The Obvious Solution 


WHEN THE value of the dollar changes radically, as it has during recent 
years, depreciation charges, under any standard generally accepted method 
of computation, will provide a measurement of expired cost which has no 
significance at all when applied against current revenues to arrive at the in- 
come figure. The solution is not to adjust depreciation charges to a replace- 
ment basis, nor to permit an “attrition allowance” in the rate of return, nor 
any of the other devices for combating inflation. What is necessary is that 
inflation losses themselves be recognized on the books of the utility. 











Of course, as farfetched as it may seem 
in view of the experience of the past 
twenty-five years, gains resulting from a 
fall in the price level must also be recog- 
nized. In view of the drastic changes in 
the value of the dollar, however, account- 
ing or actuarial data, based in part upon 
historical costs and accumulated over a 
long period of time, can no longer be 
utilized without adjustment, conversion, 
or interpretation, for reaching sound con- 
clusions, including, in particular, the de- 
cisions of regulatory commissions. 


Methods Used Are Re¢grettable 
[ is disturbing that new methods of de- 
preciation computation and measure- 


ment are being introduced to circumvent 
the penalties imposed by inflation. Infla- 
tion should be met face to face and not 
obscured or countered with subterfuges 
designed to overcome the effects and not 
the cause. To hide inflation’s effects in the 
rate base, in the operating charges of de- 
preciation, or even in the allowable rate 
of return are methods of obscuring actual 
conditions. Depreciation charges and the 
rate base should logically consider cost 
only. 

If the value of our monetary unit 
has fluctuated, then there should be a 
separate item on the records of the busi- 
ness so indicating and adjusting to this 
fact. If replacement costs are higher due to 
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changes in the price level or to changes 
in technology, then at the time of replace- 
ment, if such is to take place, additional 
funds must be raised as a part of the 
finance function, not as a part of the de- 
preciation process. 


[ seems speculative to this writer to con- 

sider replacement costs in computing 
current depreciation, especially when the 
cost of replacement, even ignoring tech- 
nological developments, is quite uncertain 
twenty-five, ten, five, or even one year 
hence. Further, it is absurd to consider 


replacement costs at all when the purpose 
of depreciation is amortization of cost. 

For rate determination it is logical, if 
not mandatory, to consider the changes 
in the value of the monetary unit when 
establishing the rate base, depreciation 
charges, and the rate of return. It is felt, 
however, that these changes should not be 
reflected in any place other than their true 
light, unhidden in increased replacement 
depreciation charges, in increased allow- 
able rates of return on original cost, or in 
arbitrary depreciation “accumulations” 
made with excruciating exactness. 





tig) or is a present-day school of thought which holds that maximum 


employment and growth are impossible without a degree of gradual, 
or ‘creeping,’ inflation. . . . ‘creeping’ inflation, its condoners say, must 
be accepted as ... the ‘inescapable cost' of substantially full employ- 
ment and growth at a maximum rate. . . 


Creeping’ inflation, like all inflation, would redistribute wealth and 
income. It would do so blindly, without regard to equity, needs, or 
desirability. Generally speaking, those who would lose by it would be 
those least able to afford it.... 

"With acceptance of —— inflation... 


monetary depreciation 
would be the acknowledged long-term program. The people would be 
put on notice that their money was to be allowed to cheapen progres- 
sively year by year for an indefinite future period. Under such condi- 
tions, how long could ‘creeping’ inflation be relied upon to ‘creep’? ... 

‘Another very dubious assumption is that an acceptance of ‘creeping’ 
inflation would stimulate economic growth in the long run. Admittedly, 
the immediate effect of an increase in the money supply may be to 
stimulate demand . . . But such artificial stimulation puts off the mod- 
erate adjustments that are needed and natural from time to time in a 
free economy moved by fallible judgments and responsive to a wide 
variety of factors, both material and psychological. Such adjustments 
cannot be postponed forever. The need for them gains cumulative force 
through repeated deferment and eventually results in violent correc- 
tions. ... 

"To acquiesce in the gradual destruction of the value of money, with 
all the blind injustice that the process would involve, in the unwarranted 
hope that such a policy would stimulate economic growth over the long 
term, would be a strange way of administering money for the benefit 
of the people. A policy of accepting ‘creeping’ inflation voluntarily 
would be a tragic error. Almost as tragic would be the error of allowing 
it to occur by default through failure to deal decisively with the factors 
that cause it." 

—EXCERPT from The Morgan Guaranty Survey, 
Published by the Morgan Guaranty Trust Company of New York. 
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Tax Expense and 
the Income Statement 


By L. LYNNWOOD ARIS* 








Tax allocation is no more a normalization of periodic income than is any other 

form of equating expenses and revenues. There is no such thing as a "perma- 

nent" deferral of tax expense, only a continuous adding and subtracting from 

the deferred credits account. The idea of making interperiod allocations of 

income tax charges complies with the generally accepted accounting principle 
of matching expense with income. . 


HAT is the correct income tax ex- 

pense to show on a firm’s income 

statement? This question has prob- 
ably perplexed accountants since the in- 
ception of taxes levied on revenues. The 
issue was confused even mcre when, in 
1944, the Committee on Accounting Pro- 
cedure of The American Institute of Certi- 
fied Public Accountants issued Account- 
ing Research Bulletin No. 23 which con- 
tained the following statement : 


. . . Income taxes are an expense that 
should be allocated, when necessary and 


Vi eaching fellow in accounting, University of 
Michigan. For additional personal note, see “Pages 
with the Editors.” 


practicable, to income and other ac- 
counts, as other expenses are allocated. 
What the income statement should re- 
flect under this head, as under any other 
head, is the expense properly allocable 
to the income included in the income 
statement for the year." 


And, in 1945, the Securities and Ex- 
change Commission said in its Account- 
ing Series Release No. 53: “The amount 
shown as provision for taxes should re- 
flect only actual taxes believed to be pay- 
able under the applicable tax laws.” Ob- 
viously, the accountant cannot adhere to 
1 This statement is now part of § B, Chapter 10, 

of Accounting Research Bulletin No. 43. 
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both of these proclamations. He must ana- 
lyze the entire problem in view of present 
accounting standards and principles and 
reach his own decision. 


Mc accountants seem to have ac- 

cepted the principle that direct 
charges or credits to retained earnings and 
extraordinary income or expense items 
shown below the net income line on in- 
come statements should be presented “net 
of income tax effects,” thus not affecting 
the income tax item on the income state- 
ment. The major controversy, therefore, 
seems to be over interperiod allocation, 
and this article will deal only with that 
type of allocation. 

The question of interperiod allocation 
arises only when the income on which the 
period’s tax charge is computed differs 
from the net income subject to tax which 
is reported on the company’s income state- 
ment. In such cases, is the correct tax 
charge to be shown on that period’s in- 
come statement, the tax actually charged 
by the government in that period, or is it 
that tax expense which would result from 
applying an appropriate tax rate to the 
reported net income before tax, adjusted 
for any permanent differences between re- 
ported net income and taxable net in- 
come ?® 


Interperiod Tax Allocation Is Best 


HIS article supports the latter view. 
It proposes to show that interperiod 
allocation conforms better with the gen- 


2 Certain items of revenue or expense may be in- 
cluded in the accounts but legally excluded perma- 
nently from consideration for tax purposes. Also, 
some special deductions are allowed under the tax 
laws which most likely would not be shown in the 
accounts. Adjustments should be made for these 
items when computing the allocated tax charge. 
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erally accepted accounting principle of 
matching expense and revenue, and that 
the usual arguments raised against such 
allocation—namely, that it normalizes in- 
come, that it assumes future taxable in- 
come subject to present tax rates, that 
there may be a “permanent” deferral of 
payment of the tax charges which have 
been allocated to previous periods, and 
that the position statement accounts re- 
sulting from such allocation methods are 
neither true assets nor liabilities—are not 
valid enough to cause the relinquishment 
of this principle. It also presents the view 
that the best answer to the liability half 
of the last argument may be a broader 
concept of the equity side of the position 
statement. 


Matching Expenses and Revenues 


serene have long accepted the 

principle that the expenses presented 
on an income statement should be those 
which attach to the revenue shown on that 
income statement. Any presentation of 
revenues should be matched by the best 
possible presentation of the costs which 
are incurred in the realization of such 
revenues. Those who advocate the alloca- 
tion of income tax charges are simply con- 
forming to this principle. 


Application to Tax Allocation 


por, income taxes in the 

United States will be in existence for 
quite some time. Thus, it seems reason- 
able to say that, after the deduction of 
certain nontaxable items and special legal 
deductions, the net income before income 
tax expense of a firm is going to be sub- 
ject to a tax. The mere fact that the tax 
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laws may permit a company to show a dif- 
ferent net income subject to taxes in a 
particular period than that shown on the 
income statement does not make that tax- 
able income on the income statement any 
less subject to taxes. If one is to properly 
match the tax expense with the revenue 
presented on the income statement, one 
must show not the tax paid or payable in 
the period, but that which would be paid 
if the tax rate were applied to the taxable 
income presented on the statement. 

An example of the distortion in report- 
ed net income which results when tax 
charges are not allocated is shown in the 
appendix to this article (page 135). In 
these examples it has been assumed that 
fixed assets worth $500,000 are being de- 
preciated by the sum-of-the-years’ digits 
method for tax purposes and the straight- 
line method for statement presentation. 
The life of these assets is ten years. This 


is the only difference between the taxable 
net income reported for tax purposes and 
for statement purposes. A 50 per cent tax 
rate has been assumed for simplicity. 


r the first five years the reported net in- 

come if tax charges are not allocated is 
greater than it would be if allocation meth- 
ods were used. This occurs because the 
tax charges actually paid in these first 
years do not match the taxable income re- 
ported on the income statements. In the 
last five years the opposite is true. As a 
result, a correct matching of expenses and 
revenues does not exist in any of the non- 
allocated income statements. Thus, if one 
is to adhere to the principle of matching 
expenses and revenues, one must allocate 
the income tax charges whenever there is 
a difference between the income on which 
the period’s tax is based and the taxable 
income reported on the income statement. 


Presentation by Footnote 
SOME accountants, recognizing that a discrepancy between income taxes 
charged to the period and those applicable to taxable income on the income 
statement should be revealed, suggest that the amount actually applicable to 
reported income should be shown in a footnote to the income statement. 
However, this does not present a proper matching of expenses and revenues 
within the statement itself. A preferable presentation is the showing of allo- 
cated charges in the statement with a footnote indicating the actual amount 
payable for that particular period. This would give a better net income figure 
and still show the actual income tax charges for the period. 


Rebuttals to Arguments against 
Tax Allocation 


spite of the fact that tax allocation 

obviously conforms with the generally 
accepted principle of matching expenses 
and revenues, many arguments are raised 
against it. Perhaps the most common of 
these are: 


1, Tax allocation normalizes income. 

2. Tax allocation assumes that there 
will be future taxable income subject to 
present tax rates. 

3. There may be a “permanent” de- 
ferral of the payment of tax charges 
which have been allocated to previous 
periods. 
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4. The position statement balances 
which result from allocation are neither 
trtie assets nor liabilities. 


Each of these arguments can be disproved. 


Normalization of Income 


7: opponents of tax allocation claim 
that it results in the normalization of 
periodic income. Thus, they would point 
to an example such as the one given in the 
appendix and say that the fact that the 
net income under allocation methods is the 
same in all ten years proves that allocating 
normalizes income. In other words, allo- 
cation does not reflect the periodic fluctua- 
tions in net income, but attempts to 
smooth these fluctuations and keep peri- 
odic net income at a “normal” level. These 
persons insist that the tax expense on the 
income statement should be that actually 
assessed by the government for that period 


—an argument for a historical income 
statement. 

One could use this same argument 
against any type of matching of expenses 
and revenues. For instance, one could say 
that recognizing periodic depreciation on 
fixed assets instead of charging the entire 
cost of such assets to income in the period 
in which they were acquired is a form of 
normalizing income. Granted, income tax 
charges do not attach to physical objects 
as costs of fixed assets do, but neither do 
depreciation charges necessarily match the 
physical deterioration of such tangible 
goods. Indeed, very few (if any) account- 
ants would say that the periodic deprecia- 
tion expense should match that period’s 
physical deterioration of the assets. Sim- 
ilarly, few accountants would hold that 
the periodic charging of asset cost to rev- 
enues through depreciation is a normali- 
zation of income. 


QQ i 


or; 7. AO Ole ee et 


THE LOGICAL consequence of adherence to the theory that allocat- 
ing tax charges normalizes income would be to recognize expenses 
only as they are paid. Thus, accounting would be reduced to a mere 
recording of cash transactions. Certainly this would be a long step 
backward for accounting and one that would result in very inaccurate 
statements. To correctly present periodic net income, the expenses 
and revenues must be matched as closely as possible. It seems illogical 
that matching tax charges to the revenues which create them is any 
more conducive to the normalization of income than any other form 
of matching expenses and revenues. 
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Future Taxable Income Subject to 
Present Tax Rates 


gneiss of tax allocation also say 
that when taxes which are not yet 
payable are charged against present reve- 
nues (which is the usual result of tax al- 
location because businesses are attempting 
to reduce present tax payments), there 
are implicit assumptions that the business 
will have income in the future that is sub- 
ject to income taxes and that the tax rate 
on such future income will be identical to 
the present tax rate. It is true that such 
assumptions exist, but they do not invali- 
date the principle of income tax alloca- 
tion. 

Many accounting practices are based on 
the “going concern” concept. For example, 
both the recognition of prepaid expenses 
and the idea of depreciation accounting 
imply a “going concern.” Few organiza- 
tions other than the federal government 
can exist for long in the face of continu- 
ous deficits. Thus, one could say that ac- 
counting assumes not only a “going con- 
cern,” but also a profitable concern. In 
view of the present political philosophy in 
the United States, it seems rather unrea- 
sonable to assume that a profitable busi- 
ness will not be subject to income taxes 
in the future. Hence, under present condi- 
tions the generally accepted accounting 
principle of a “going concern” implies an 
income tax-paying concern. It appears, 
therefore, that the most valid part of this 
particular argument against tax allocation 
is that allocation methods assume that the 
present tax rates will apply to future tax- 
able income. 


Ww tax laws constantly subject to 
change, this assumption is admitted- 


ly weak. This is especially true in situa- 
tions where the business regularly has tax- 
able income near the level at which the 
rates change. However, since the exact 
rates of the future are unknown, in most 
cases the present rates are the best esti- 
mate one can use for future rates. The 
errors which occasionally result from the 
application of present rates certainly are 
outweighed by the error in reported net 
income which results from not allocating 
income tax charges. 

Moreover, it appears that any changes 
in the federal income tax rates in the near 
future will be increases or perhaps a slight 
decrease. Thus, allocating at present tax 
rates results in a much better matching of 
expenses and revenues than nonallocation 
does even when the present rates are not 
identical to the future rates. 


r allocated tax charges are viewed as 

attaching to some specific source of 
difference between reported taxable in- 
come and the actual income taxed, the 
question of what rates will be in effect in 
the future is irrelevant. The allocated tax 
charge is determined under present condi- 
tions and only the question of timing re- 
mains. For example, assume that a cash 
payment for a five-year lease is received 
in the present period. The entire payment 
is recognized as revenue for tax purposes 
in the present period, but on the books the 
revenue is spread over this and the next 
four periods. 

In such a case, only one-fifth of the to- 
tal income tax applicable to such revenue 
would be charged to the present period. 
The remaining four-fifths would be 
debited to “Deferred Charges to Income 
Tax Expense.” In the succeeding four 
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periods as the revenue is recognized, the 
deferred tax charge applicable to such 
revenue is charged to income. It makes no 
difference if the tax rates change within 
the next four periods, because the tax 
charge was determined when the alloca- 
tion took place. Only the question of when 
such tax expense is to be charged to in- 
come remains. 


“Permanent” Deferral of Tax Payments 


ee argument frequently raised 
against income tax allocation is that 
charges to present periods which are not 
yet payable may never become payable. 
It is true that under certain conditions 
there will be a continuous position state- 
ment appearance of the account, “De- 
ferred Credits to Income Tax Expense.” 
For example, a company which replaces 
its machinery in such a manner that it 
maintains a constant number in operation, 
or which is continually adding to the num- 
ber in operation and uses some accelerated 
depreciation method only for tax purposes, 
will find that it has a stable or growing 
balance in its “Deferred Credits to In- 
come Tax Expense” account. However, 
the more or less permanent balance in this 
account does not indicate that there is a 
permanent deferral of the payment of tax 
charges which have been allocated to previ- 
ous periods. 


ee presents the most logical an- 
swer to this argument when he says: 


The credit balance in this liability ac- 
count reflects the net effect of two sets 
of repetitive transactions that may off- 
set one another: (a) the periodic addi- 
tions to the potential future tax liabili- 
ty which arise from successive deduc- 
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tions for tax purposes prior to recog- 
nition as expense, and (b) the “matur- 
ing” of segments of this liability, peri- 
odically, as the items which have been 
taken as deductions for tax purposes in 
prior periods are recognized as ex- 
penses. 

. segments of this liability do ma- 
ture, and... it is only offsetting addi- 
tions to the liability that avoid a net de- 
crease in the total liability.* 


Phprcieniee the fact that there is a con- 
tinuous balance in this account is no 
reason to ignore its existence. This philoso- 
phy would lead to the conclusion that no 
account which has a more or less perma- 
nent credit balance should be recognized. 
Thus, a bond issue which may possibly be 
paid with the proceeds of another issue 
should not be recognized as a liability. 
Similarly, if the balance in accounts pay- 
able is constant or growing, there is no 
need to present such a balance on the posi- 
tion statement because the maturing of 
some of these accounts payable is offset 
by increases in others and, consequently, 
there is no net payment. 

Obviously, these propositions are ridicu- 
lous, but no more so than the argument 
that the “Deferred Credits to Income Tax 
Expense” account should be excluded 
from the position statement because it may 
appear there for a long period of time. 


Nature of Position Statement Accounts 


gman the most formidable argu- 
ment presented against income tax al- 


8“Allocation of Income Taxes,” by Willard J. 
Graham, The Journal of Accountancy, January, 
1959, p. 63. While Graham calls this account a 
liability, this author thinks it is part of owners’ 
equity. Graham’s interpretation applies, however, 
regardless of the location of the account in the 
position statement. 
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location is that the resulting position state- 
ment accounts are neither true assets nor 
liabilities. While it can be shown that the 
debit balance account is an asset, the lia- 
bility half of this argument has substan- 
tial merit. 


“Deferred Charges to Income Tax Ex- 
pense”: When income tax charges are 
paid or recognized as payable, but have 
not yet been recorded as an expense, there 
arises a position statement account with 
a debit balance which may be called “De- 
ferred Charges to Income Tax Expense.” 
The opponents of tax allocation claim this 
account is not a true asset because, while 
it purports to be an advance payment, it 
is not recognized as such by the govern- 
mental body receiving it. However, the in- 
terpretation of a transaction by one party, 
while influential, is not necessarily the de- 
terminant of the interpretation which 
should be given by the other party. From 
the standpoint of the government, the tax 
has been paid on legally taxable income, 
but from the taxpayer’s view, the income 
has not yet been recognized and a pay- 
ment of a tax attaching to such income is 
definitely a prepayment. 


M*" assets can be looked upon as 

costs which have not yet been re- 
corded as expenses. Thus, from an ac- 
countant’s position a physical asset, such 
as a building, can be interpreted as an ac- 
cumulation of costs which have been paid 
but have not yet been recognized as ex- 
penses. 

Even more analogous to the treat- 
ment of deferred tax charges is the meth- 
od often applied to insurance payments. 
Even though the insurance company may 
recognize a payment as immediate reve- 


nue, few accountants would deny that at 
least part of the payment may be leygiti- 
mately treated as prepaid insurance on the 
books of the insured. The account, “De- 
ferred Charges to Income Tax Expense,” 
is merely a recording of tax charges which 
have been paid but have not yet been recog- 
nized as expenses. As such, this account 
is truly an asset. 


“Deferred Credits to Income Tax Ex- 
pense”: Nonallocationists similarly say 
that the credit balance resulting when 
taxes are charged to income but are not 
paid or recognized as payable is not a true 
liability because it is not a legal obligation 
and no one owes anybody anything. In 
other words, the account, ‘‘Deferred Cred- 
its to Income Tax Expense,” presents “not 
what the firm is liable for, but what the 
firm expects to be liable for at some time 
in the future.”* There is considerable 
merit to this position. 


| 5 gran present accounting standards 

there are three possible interpreta- 
tions of a position statement account with 
a credit balance. It may be either a liabili- 
ty, a contra-asset, or part of owners’ 
equity. Maintaining strict compliance with 
generally accepted accounting principles, 
the credit balance arising from tax allo- 
cation methods falls into none of these 
categories. 

The account certainly is not a liability. 
While this account shows what is expected 
to be paid in the future, there is no actual 
obligation to pay anything at the present 
time. Thus, from the standpoint of the 
current position statement there is no lia- 
bility. 


4Graham, “Allocation of Income Taxes,” p. 62. 
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Recommendation of the AICPA 


THE American Institute of Certified Public Accountants has suggested that 
when allocation is a result of accelerated depreciation methods for tax pur- 
poses, the resulting credit balance can be viewed as additional depreciation 
applicable to those assets. This suggestion is based on the theory that such 
additional depreciation shows the loss of future tax deductibility for income 
tax purposes.> While it is true that assets which have lost their tax deductibility 
are probably not worth as much as those which have not, the method sug- 
gested here carries a strong inference that asset accounts reflect values. 


Accountants have long recognized that 
the amounts shown on the position state- 
ment under fixed assets represent the orig- 
inal cost of the asset reduced by the por- 
tion of this original cost which has been 
charged to revenue or other accounts 
through depreciation methods. No attempt 
is made to show current market value, re- 
placement cost, or any other type of value. 
There is little reason to depart from this 
principle in order to find a place on the 
position statement for a credit balance 
arising from income tax allocation. 


 eammeel accounting standards do not 
permit this credit balance to be inter- 
preted as part of the stockholders’ equity. 


5 See the revision of Accounting Research Bulte- 
tin No. 44, paragraph 5. 
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Currently, stockholders’ equity is divided 
into capital, which includes both paid-in 
amounts and capitalized earnings, and ac- 
cumulated earnings. The accumulated 
earnings may be segregated into retained 
earnings reserves and unreserved retained 
earnings. Certainly deferred credits to in- 
come tax expense are not part of paid-in 
capital or capitalized earnings. Since ac- 
cumulated earnings arise from the differ- 
ence between revenues and expenses, it 
would also be illogical to say that an ac- 
count which is the result of the recogni- 
tion of one of those expenses can possibly 
be a part of such earnings. 

Moreover, since it is widely accepted 
that a retained earnings reserve can arise 
only through a debit to the retained earn- 
ings account, it is impossible to interpret 
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deferred credits to income tax expense as 
an earnings reserve. Thus, under present 
accounting standards the credit balance re- 
sulting from income tax allocation cannot 
be a part of stockholders’ equity. 

Consequently, there appears to be a 
direct conflict in accounting principles. 
In order to present net income cor- 
rectly, one must allocate tax charges to ob- 
tain a proper matching of expenses and 
revenues. Yet, when a position statement 
account with a credit balance results from 
such allocation, current accounting stand- 
ards provide no place for such an account 
on the position statement. 


Broader Concept of Equity Side 
Of Position Statement 

o iw solution to this conflict seems to 

be a widened view of the equity side 
of the position statement. Most readers of 
financial statements, especially govern- 
mental bodies, labor unions, and many 
stockholders, seem primarily interested in 
earnings. “The income statement, there- 
fore, is the most important accounting re- 
port.’’® If one of the conflicting account- 
ing principles must be altered, it should be 
the one affecting the position statement, 
not the one involving the income state- 
ment, 

The present interpretation of a liability 
as an amount currently owed is a good one 
and should not be changed. Thus, deferred 
credits to income tax expense may be 
shown either as part of stockholders’ 
equity or in a separate section of the equity 
side of the position statement placed be- 
tween liabilities and stockholders’ equity. 
The former presentation seems better. 

8 An Introduction to Corporate Accounting Stand- 


ards, by W. A, Paton and A. C. Littleton (Ameri- 
can Accounting Association, 1940), p. 10. 


HE equity side of the position state- 

ment has traditionally presented just 
what it implies—ownership. Basically, 
this side of the position statement indi- 
cates who owns what portion of the assets 
shown on the other side of the statement. 
To place the account, “Deferred Credits 
to Income Tax Expense,” in a separate 
section between liabilities and stockhold- 
ers’ equity would contradict the overall 
concept that the right-hand side of the 
position statement shows equities. Such a 
presentation does not indicate ownership 
on the part of anyone. 

Actually, such deferred credits are part 
of the ownership of the stockholders. Ex- 
penses which have not yet been paid or 
recognized as payable have been properly 
charged to revenue. This has resulted in 
lower earnings and, hence, a lower stock- 
holders’ equity than would have resulted 
if taxes had not been allocated. Yet, ob- 
viously these lower earnings have not oc- 
curred because of the reduction in any as- 
set or the assumption of any liability. 
Therefore, the portion of assets owned by 
the stockholders (stockholders’ equity) is 
the same as it would have been if the in- 
come tax charges had not been allocated. 
However, as was previously pointed out, 
the deferred credit balance is not part of 
the retained earnings section of stock- 
holders’ equity because this section indi- 
cates the difference between the revenues 
and the expenses which have been recog- 
nized. Thus, there is a need for an addi- 
tional segment of the stockholders’ equity 
section of the position statement. 


¥ ws most logical place for credit bal- 
ances which arise because of the cor- 
rect recognition of expenses before an ac- 
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tual payment or the recognition of a lia- 
bility is at the head of the stockholders’ 
equity section. The revised stockholders’ 
equity section would appear as follows: 


Stockholders’ Equity: 
Deferred Credits to Income 


Capital Stock Outstanding— 


Par 
Paid-in Surplus 
Retained Earnings 





Total Stockholders’ Equity XXXXXX 


Of course, it would be possible to pre- 
sent the deferred credits in a separate sec- 
tion between liabilities and owners’ equity 
and interpret this section as part of the 
owners’ equity. This would have no ad- 
vantage over the suggested presentation, 
however, and it would have the disadvan- 
tage of introducing a new section in the 


The major advantage of presenting 
the deferred credits to income tax ex- 
pense in the manner suggested is that this 
method does not destroy any existing ac- 
counting principles. Thus, it permits a 
proper matching of expenses and reve- 
nues; it leaves fixed asset balances at 
original cost less depreciation and does not 
imply an attempted valuation; it clearly 
presents the right-hand side of the posi- 
tion statement as a statement of equities; 
and it does not destroy the principle that 
earnings reserves should be established 
only through debits to retained earnings. 
All that this suggested method does is to 
reconcile presently conflicting accounting 
principles by introducing a slightly broad- 
ened concept of the stockholders’ equity 
section of the position statement. 


equity side of the position statement with 
no indication of the type of ownership 
such a section represents. 


HUS, in support of interperiod in- 
come tax allocation, one finds: 


Interperiod allocation of income tax charges complies with the generally 
accepted accounting principle of matching expenses and revenues. The 
actual charges for the period may be shown in a footnote to the income 
statement. 

Tax allocation is no more a normalization of periodic income than any 
other form of matching expenses and revenues. 

The assumption of future taxable income is equivalent to the common ac- 
counting assumption of a going concern; current tax rates are the best 
estimate one has of future tax rates and using them results in a smaller 
error than nonallocation. Also, future tax rates are irrelevant under one 
interpretation of deferred income tax charges and credits. 

. There is no such thing as a "permanent" deferral of tax expense, but only 
a continuous adding to and subtracting from the deferred credits account 
similar to the handling of accounts payable. 

. While the debit balance position statement account rising from tax alloca- 

tion is a true asset, the credit balance account has no place on the position 
statement under the present interpretation of position statement accounts 
with credit balances. 
The best reconciliation of the conflict between proper reporting of income 
through tax allocation and the lack of a place on the position statement for 
the deferred credits account is a broadened concept of the stockholders’ 
equity section of the position statement. 
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TAX EXPENSE AND THE INCOME STATEMENT 


For these reasons, income tax charges be allocated to the statements of the 
for such tax-paying corporations should proper period. 


APPENDIX 
COMPARISON OF ALLOCATED AND NONALLOCATED INCOME STATEMENTS 


Fixed assets worth $500,000 are depreciated by the sum-of-the-years’ digits 
method for tax purposes and the straight-line method for statement presen- 
tation. 


ALLOCATED STATEMENTS 
(Identical for all ten years) 
Revenues 
Other Expenses 
Depreciation 
Income Tax Expense 





Net Income 


NONALLOCATED STATEMENTS 


Ist Year 2nd Year 3rd Year 4th Year 
Revenues $1,000,000 $1,000,000 $1,000,000 
Other Expenses 500,000 500,000 500, 
Depreciation 50,000 50,000 50,000 
Income Tax A 210,000 212,500 217,500 





Net Income $ 240,000 $ 237,500 $ 232,500 


7th Year 8th Year 9th Year 
Revenues $1,000,000 
Other Expenses 500,0 500,000 
Depreciation 50,000 
Income Tax 232,500 


Net Income $ 217,500 





CoMPUTATION OF NONALLOCATED CHARGES 


Depreciation 
For Tax Purposes Taxable Income Tax Charge* 


nt 
a) 
a 


— 
SOVONAUARWNe 


*A 50 per cent tax rate was assumed for simplicity. 
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Court Curb Bill Passes House 


HE so-called states’ rights bill passed 

by the House on June 24th, intro- 
duced by Representative Smith (Demo- 
crat, Virginia), will have great difficulty 
in escaping the Senate Judiciary Commit- 
tee, and probably will be doomed if it 
reaches the Senate floor. Sources close to 
the Senate Democratic leadership said it 
was highly significant that Senator Dodd 
(Democrat, Connecticut) took the floor 
and denounced the measure as a “danger- 
ous one-shot attempt to rewrite history” 
that would “put the Supreme Court in a 
strait jacket.” 

Dodd is acting chairman of the Internal 
Security Subcommittee, which is cus- 
todian of a similar bill authored by Sena- 
tor McClellan (Democrat, Arkansas). 
The subcommittee recently completed 
three weeks of hearings at which spokes- 
men for business, labor, and Negroes de- 
nounced the McClellan measure and others 
similarly designed to hit at the Supreme 
Court. 

Before Dodd spoke, Senator McClellan 
announced he would press for action by 
the Senate this session on his measure 
paralleling the House-passed bill, but he 
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Washington and 


the Utilities 


himself conceded that it might be shoved 
aside until the second session of the Con- 
gress next year. The Senate last year 
pigeonholed by a one-vote margin a similar 
McClellan proposal in the closing days of 
the session. Dodd’s sharp opposition 
demonstrated that the odds against pas- 
sage are greater in this Congress. It was 
generally agreed that if Dodd, a former 
FBI agent, feels strongly, there is little 
prospect that other Democrats of the 
North and West who replaced conserva- 
tive Republicans last fall would be in- 
clined to vote for the states’ rights bill. 


gut utility antistrike laws have been 
among those stricken down by the U. 
S. Supreme Court under the pre-emption 
doctrine of paramount federal jurisdic- 
tion. Most important of these was the Wis- 
consin utility antistrike law, invalidated in 
1949 on grounds that Congress, in passing 
the Taft-Hartley Act, had asserted a para- 
mount federal interest in the regulation 
of labor disputes in essential industries 
such as public utilities. Another important 
state utility antistrike law, which has been 
on the Missouri statute books for some 
years, is now before the U. S. Supreme 
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Court for review. This is the King- 
Thompson Act, which the highest court 
has agreed to take up next fall following 
an appeal from the Missouri supreme 
court upholding this state law. 

If Congress should approve the Smith 
Bill, the position of state utility antistrike 
laws would be re-established. Primary 
source of agitation for the Smith Bill is 
frustration from attempts to prosecute for 
sedition. A major argument made against 
the bill is that no one is quite sure what 
the effect of an across-the-board retro- 
active approach would be. Opponents say 
it would cause a flood of litigation over 
past acts of Congress, and might strike 
down uniform federal regulatory pro- 
grams in many fields. Supporters say HR 
3 is simply a guide for the courts and does 
no more than codify the present pre-emp- 
tion rule. 


HE measure, as passed by the House, 

contains two sentences. The first 
states that courts shall not construe an act 
of Congress as pre-empting a field (thus 
preventing state action) unless the act so 
states or unless there is such a “direct and 
positive” conflict between federal and 
state law on the same subject that they 
cannot be “reconciled or consistently stand 
together.” The second sentence states 
specifically that Congress in passing the 
Smith Act of 1940 did not intend to pre- 
vent states from prosecuting sedition 
against the United States. The Supreme 
Court ruled in 1956 that Congress had in- 
tended to pre-empt this field. 

The first of the two sections in the 
House-approved bill is widely—and er- 
roneously— interpreted in the South as one 
that would reverse the high court’s school 
desegregation decision, which was based 
not on congressional statute but on con- 
stitutional provisions. Southern Demo- 
crats have pushed the legislation to vent 


their irritation over Supreme Court de- 
cisions in the civil rights field. They have 
had some support from Republican con- 
servatives irritated by court decisions in 
cases involving alleged subversion. 


> 


CATCO Gas Rate Case Goes 
Back to the FPC 


oe “gas consumer interests” in 
the East won a round in the U. S. 
Supreme Court on June 22nd in litigation 
over the price for gas piped from the Gulf 
of Mexico. The high court unanimously 
overturned a Federal Power-Commission 
order permitting Tennessee Gas Trans- 
mission Company to pay an initial rate 
of 21.4 cents a thousand feet for gas 
bought from four producers. The pro- 
ducers are Atlantic Refining Company, 
Cities Service Production Company, Con- 
tinental Oil Company, and Tidewater Oil 
Company. (See, also, page 171.) 

The Supreme Court’s action sends the 
matter back to the FPC for further pro- 
ceedings. In previous proceedings the pro- 
ducers were once told the initial rate had 
to be cut to 17 cents, with the right given 
the producers to file requests for an in- 
crease up to 21.4 cents after they began 
deliveries to Tennessee Gas. 

The producers refused to accept the cut 
and the commission later approved the gas 
sale at an initial rate of 21.4 cents. The 
commission made the 21.4-cent rate sub- 
ject to investigation as to reasonableness. 
In June, 1959, the producers began sales 
to Tennessee Gas under this FPC au- 
thorization. 

Before the service to Tennessee Gas be- 
gan, however, the New York Public Serv- 
ice Commission, the Long Island Lighting 
Company, and the Public Service Electric 
& Gas Company appealed the commission’s 
last action. Their appeals were filed with 
the United States circuit court in Phila- 
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delphia. The circuit court on June 30, 
1958, held that the commission’s first find- 
ing—that there was insufficient evidence 
of reasonableness for the proposed rate of 
21.4 cents—barred the commission on re- 
hearing from removing the original rate 
reduction requirement solely because the 
producers threatened to withdraw their 
gas from the interstate market. 
Argument for the producers was made 
before the high court by David T. Searls 
of Houston; for Tennessee Gas Trans- 
mission Company by Harry S. Littman of 
Washington, D. C.; for the New York 
Public Service Commission by Kent H. 
Brown of Albany; for Long Island Light- 
ing and Public Service Electric & Gas by 
Edward S. Kirby of Newark, New 


Jersey. 


R® experts at the New York commis- 


sion, on the day of the decision, said 
that it would have no immediate effect on 
customers of the three companies in the 
metropolitan area which buy gas from 
Tennessee. The companies are Consoli- 
dated Edison, the Brooklyn Union Gas 
Company, and the Long Island Lighting 
Company. They also buy gas from the 
Transcontinental Gas Transmission Com- 
pany and the Texas Eastern Gas Trans- 
mission Corporation for 2.8 million cus- 
tomers in New York city, Long Island, 
and Westchester county. 

Spokesmen for Consolidated Edison 
and Brooklyn Union could see no immedi- 
ate gain to their customers as a result of 
the Supreme Court decision. Long Island 
Lighting called the decision “a definitely 
favorable one from a consumer’s stand- 
point.” The spokesman for the Long Is- 
land Company explained that the decision 
would force the FPC to act immediately 
if the price of gas appeared too high. It 
said the commission had hoped to put off 
the question of price for a few years until 
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a formal rate investigation would have 
been completed. 

James A. Lundy, chairman of the New 
York Public Service Commission, said the 
decision marked the end of five years of 
efforts by his group “‘to halt the skyrocket- 
ing of producer prices for natural gas.” 
He gave credit for the victory to the com- 
mission’s counsel, Kent H. Brown. 


» 


Senate to Get Broader TVA 
Revenue Bond Bill 


F geen committee last month ap- 
proved a self-financing plan for the 
Tennessee Valley Authority which gives 
that agency better treatment than did a 
measure the House passed several weeks 
ago and also removes two arguments that 
enemies of TVA have used in seeking a 
presidential veto. The bill, which does the 
seemingly impossible of pleasing both 
friend and enemy of TVA more than did 
the House bill, was sent to the Senate by 
unanimous vote of the full Public Works 
Committee. Its contents were worked out 
by two members of the subcommittee on 
flood control, Kentucky Republican John 
Sherman Cooper and Oklahoma Demo- 
crat Robert S. Kerr. 

The Senators made changes in the 
House bill in three vital fields: 

1. They kept the geographical limitation 
on the area TVA may supply with power. 
But they gave that area flexible boundaries 
so that cities on the edge can hope to be 
included in the future. The Senators 
specifically added the Kentucky cities of 
Fulton and Monticello to the service area. 
Those two had been omitted by the House 
bill. They also kept Paducah, Princeton, 
and Glasgow in the service area, as did 
the House. 

2. They got the Treasury Department 
and the TVA to agree on a compromise 
under which the Treasury can provide 
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guidance to the power agency in the sale 
of its revenue bonds. But the agreement 
still leaves TVA with full control over its 
financing. 

3. They forced upon the unwilling 
Budget Bureau an arrangement by which 
Congress can, by affirmative action of the 
two houses, block expansion plans of the 
agency. But it refused to give the bureau 
the direct veto power it wanted to exercise 
over each project. 


Peypcon, who guided a TVA financing 
plan through the Senate last year, 
only to see it die in the House, said he be- 


lieves the bill he and Senator Kerr con-. 


structed will meet little opposition in the 
Senate, in view of the unanimous vote of 
the Public Works Committee. The Ken- 
tuckian also said he does not believe the 
House will object to the changes made in 
the measure it passed May 7th by a vote of 
245 to 170. With the Treasury-TVA com- 
promise on financing and with the pro- 
vision giving Congress power to stop 
projects proposed by the agency, Cooper 
said he saw no reason to fear a presidential 
veto. 

There had to be a geographical limita- 
tion on the power service area, Cooper 
said, or the enemies of TVA would have 
killed the bill. The measure got through 
the House in May only because a limita- 
tion was included. But the House geo- 
graphical limit was a specific one which 
exempted the specified cities of Paducah, 
Glasgow, Princeton, South Fulton, Ten- 
nessee, and Chickamauga and Ringgold, 
Georgia. The Senators not only added 
Monticello, Fulton, and the atomic energy 
city of Oak Ridge, but also made the 
boundaries flexible. 

An amendment offered by Cooper pro- 
vides that, in addition to the area served 
as of July 1, 1957, TVA can expand up to 


24 per cent of its present region or by 2,- 
000 square miles, whichever is less. Such 
flexibility, Cooper said, gives the agency 
elbowroom, space in which to maneuver, 
an opportunity to add cities or parts of 
power co-operatives which would be ex- 
cluded under the rigid restriction. 

Most important, the Kentuckian said, it 
enables the agency to continue its “yard- 
stick” performance by presenting a con- 
stant reminder to private utilities that 
Congress could expand it further. This 
flexibility may permit additional western 
Kentucky communities to get into the area 
in the future. 


| tenses said the Treasury-TVA com- 
promise on the issuance of bonds was 
the single-handed achievement of Senator 
Kerr, millionaire oilman. The Treasury 
had demanded complete control over the 
issuance and sale of any of the $750 mil- 
lion in bonds for the power agency. Such 
control, the friends of the agency argued, 
would give the Treasury the power of life 
and death over it. On the other side, the 
Treasury spokesmen argued, TVA should 
not be allowed freedom to offer bonds at 
the seme time the government was push- 
ing other securities. 

The Kerr compromise does this—when 
TVA wants to sell $10 million in bonds 
for a new steam plant or transmission line, 
it must ask the Treasury to set a date for 
the offering. The Treasury would have 
the right to delay the sale for as long as 
eight months. But if it did delay the offer- 
ing by as much as a month, the Treasury 
would have to lend TVA the money and 
the agency would pay back the Treasury 
when sale of its securities was finally made. 

Cooper said the Treasury and TVA 
were content with that arrangement, but 
that the Budget Bureau continued to in- 
sist it should have control over projects. 
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House and Senate Fix 
Termination Date for 


Phone Tax 


piece telephone companies were more 
than halfway successful in their fight 
to receive excise tax relief. The gain will 
be strategic rather than tangible and will 
consist of having an expiration date put 
on the 10 per cent local telephone bills. 
The tax on long-distance calls will con- 
tinue. 

Prior to this bill the telephone com- 
panies have been under a procedural handi- 
cap because these taxes continue auto- 
matically, rather than expiring periodically 
as do other excise taxes. 

HR 7523, which extends the excise tax 
on liquor, automobiles, etc., was then 
amended in the Senate to include a bill 
(S 2090) introduced by Senator Kerr 
(Democrat, Oklahoma), which sets June 
30, 1960, as the date on which the tele- 
phone-telegraph excise tax will expire. 
The amended bill then went back to the 
House where that body watered down 
the Senate changes. But the final bill 
which becomes law still retains the one- 
year deadline on the monthly bill tax. 

Now that the President has signed the 
measure the telephone industry will be 
in a position to have this legislation ac- 
tively considered in 1960. Because of the 
present automatic continuance of the tax, 
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Telephone and 


Telegraph 


it has been all too easy for the legislators 
to sidetrack or overlook any action on this 
matter. 

The administration as well as the 
Democratic leadership in Congress would 
be opposed to granting any substantial tax 
relief at this time because of the approxi- 
mately $700 million in revenues which are 
derived from telephone-telegraph taxes. 
In spite of this there have been some feeble 
attempts to remove the tax altogether. The 
numerous bills introduced (over 100 in 
number ) to repeal the telephone-telegraph 
tax have been prompted by the vast pres- 
sure put on the legislators through their 
constituents. 


f few measures, under the terms of the 
Constitution, must arise in the House. 
A Senate amendment, however, can be 
added to a House bill, and this is how it 
happened that an expiration date was en- 
acted. The elimination of the local bill tax 
would cost the Treasury an estimated 
$430 million. 

Chairman Mills (Democrat, Arkansas) 
of the House Committee on Ways and 
Means—the committee responsible for 
tax legislation—has stated that he would 
not support reduction of such taxes if 
it would push the government into the 
red or more deeply into the red than it 
otherwise might be. 





TELEPHONE AND TELEGRAPH 


The enactment of a specific expiration 
date marks the first real progress in the 
fight that the telephone-telegraph industry 
has been waging to have the World War 
II tax removed. 


5 


Court Rejects Delaware Tax 
On AT&T's Wires 


A DELAWARE chancery court has ruled 
unconstitutional a state tax which 
has been in effect since 1909. Although the 
tax has been on the books for years it has 
only been levied once, in 1957, against 
American Telephone and Telegraph’s 
long-distance wires in that state. The court 
ruled in favor of AT&T in a suit against 
Delaware state tax and fiscal officers. The 
court held that the attempt to assess 
AT&T would have to be considered a 
privilege tax and not a property tax and 
that it placed an unconstitutional burden 
on the company’s interstate business. 

AT&T is a New York corporation and 
it brought suit against the Delaware state 
treasurer after the latter had rejected the 
company’s objection that it was not sub- 
ject toa Delaware tax on those engaged in 
the telephone business in that state. 

Vice Chancellor Marvel agreed with 
AT&T that the imposition of the state tax 
would violate the federal Constitution’s 
protection of interstate commerce. The 
court stated: 


When a telephone message originates 
or terminates in Delaware, the Diamond 
State Telephone Company receives or 
delivers the call, plaintiff merely fur- 
nishing the means for carrying such 
messages from or into the state. 


The Diamond State Telephone Com- 
pany is an associate company of AT&T, 
carrying on an intrastate business in 
Delaware. 


In rejecting the state tax claim the vice 
chancellor stated : 


Here the tax clearly does not fall di- 
rectly upon the plantiff’s lines of wires 
or transmitters as such but is rather im- 
posed on the occupation of being en- 
gaged in the telephone business, whether 
as owner, lessee, or otherwise with no 
distinction being made between intra- 
state and interstate business. 


> 


Pennsylvania Resort Area 
Receives Complete 
Dial Service 


N June 21st, Stroudsburg, Pennsyl- 

vania, was converted toa modern dial 
switching center. Stroudsburg is the mu- 
nicipal center of the Pocono Mountain 
resort area of Pennsylvania, which attracts 
visitors from both New York city and 
Philadelphia. 

Numerous modifications in the existing 
Bell Telephone Company facilities have 
been made and the area now possesses 
some of the best resort telephone equip- 
ment and service in the world. 

Underground cables have replaced 
aerial cables crossing a local stream. (The 
necessity of this measure was pointed up 
during the disastrous flood of August, 
1955.) A new maintenance center has been 
built to house the additional dial equip- 
ment and open wires in rural areas have 
been replaced by cables. 

The new installation is integrated into 
the recently introduced direct distance 
dialing system. This is especially valuable 
in a resort area where numerous long-dis- 
tance calls are placed each year. 

The recent conversion culminates a long 
history of telephone use in the area. Tele- 
phone communication was first introduced 
in 1891 by Edwin Peters. He installed a 
13-mile line between his resort hotel and 
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the local train depot. In 1926 the Bell com- 
pany took over the existing facilities, 
which even then had expanded far beyond 
Edwin Peters’ wildest dreams. 

Since the area is in close proximity to 
both New York city and Philadelphia it 
has long been eyed as an evacuation center 
in the event of war. Local hotels, resorts, 
and camps could provide about 40,000 
beds should such an event come to pass. 
Thus, the recent telephone improvements 
not only contribute to the convenience of 
residents and vacationers but these im- 
provements also provide strong com- 
munications links with an area which 
might be of vital importance in the time 
of a national emergency. 


} 


New York City Condenses 
Phone Directory 


Ms" two-line listings in the New 


York city telephone directory have 
been eliminated by not spelling out the 
exchange names. The new directory, is- 
sued in mid-June, carries listings such as 
“PE 6-4000” rather than “PEnna 6- 
4000.” The two-letter substitution is being 
made whenever changes are made in a 
subscriber’s listing because of moving or 
because of a change in telephone number. 
The shorter form will also be used in cases 
where an extra line in the directory can be 
eliminated through the use of the two- 
letter system. 

The squeezing process has eliminated 
66 pages from the new directory and when 
this figure is projected to the total tele- 
phone subscribers in the New York area, 
the saving is tremendous. The directory is 
still 1,766 pages long, however. 

It is anticipated that by next year one- 
third of the directory will be converted to 
the new two-letter system. 

A new cover design has been initiated 


by the New York Telephone Company 
which is designed to make subscribers 
aware of the New York city direct dis- 
tance dialing code number—212. A com- 
pany official has stated: 


The extent to which the public comes 
to think of phone numbers in the new 
form, including the area code, as part 
of the telephone number, will be impor- 
tant to the high speed, convenience, and 
low cost of future telephone service. 


Chicago has also been slimming down 
its giant directory. Five columns of names 
appear on a page in the Chicago directory, 
as contrasted with four columns in New 
York and in most other cities. 

The new directory begins the process 
which will put such exchange names as 
“Murray Hill,” “Butterworth,” “Plaza,” 
and “Trafalgar” into the realm of mem- 
ories. Some people have wondered just 
what novelists and song writers will do for 
a substitute. These exchange names have 
long been part of the luster associated with 
city living. But as one New York Tele- 
phone Company official commented, “the 
ring in SPring don’t mean a thing.” 


» 


Cable Ship Fire Will Not Delay 


Transatlantic Cable 


f ipoon fire on the ship Ocean Layer will 
result in “little if any delay” in com- 
pleting the first telephone cable between 
North America and the mainland of 
Europe. Completion date for the twin 
cables, stretching from Clarenville, New- 
foundland, to Penmarch, France, is some 
time this fall. At the time of the fire only 
700 miles of cable had still to be laid. 
When completed the twin cable will span 
a distance of 2,400 miles. 


Fortunately, all aboard were rescued. 
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Financial News 


and Comment 


By OWEN ELY 


$195 Million Grant County 
PUD Wanapum Hydro 
Bonds Sold 


—— financial milepost in the fi- 
nancing of hydroelectric projects in 
the Pacific Northwest was passed with 
the recent successful offering of $195 mil- 
lion Grant County (Washington) PUD 
No. 2 Wanapum hydroelectric revenue 
bonds. About $179 million of these bonds 
will mature in fifty years and carry a 
coupon of 4% per cent (tax free) ; the re- 
mainder of nearly $16 million will mature 
serially during 1967-79 and carry varying 
interest rates. The bonds are being offered 
by a syndicate headed by Dillon, Read & 
Company, Kuhn, Loeb & Company, and 
others. 

At this writing only a preliminary 
prospectus is available, which may be sub- 
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ject to additions and corrections. The 
Wanapum development will have ten gen- 
erating units, construction of which is 
scheduled to be completed by January 1, 
1964. Peaking capability will approximate 
888,000 kilowatts (subject to various con- 
tingencies), as described on page 7 of the 
circular. The project is the “second leg” 
of the Priest Rapids-Wanapum develop- 
ment licensed by the Federal Power Com- 
mission nearly four years ago. Priest 
Rapids was financed in 1956 by the issu- 
ance of $166 million 3% per cent bonds, 
and construction of that project is now 
about 80 per cent complete. Both projects 
are on the Columbia river in central 
Washington; Wanapum is about 18 miles 
upstream from Priest Rapids and 38 miles 
downstream from the Rock Island dam. 


\. oe the same group of private and 
public utility agencies are interested 
in taking power from both developments. 
Based on the totals for power contracts 
and reserve power contracts, Pacific Pow- 
er & Light and Portland General Electric 
will each take about 30 per cent of Wa- 
napum’s output. (They have 25 per cent 
of Priest Rapids power.) Puget Sound 
Power & Light will take 17 per cent and 
Washington Water Power 13 per cent, 
with the remainder split among munici- 
palities and PUD’s. The smaller percent- 
ages taken in the Priest Rapids develop- 
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ment by the private companies are ex- 
plained by the fact that Tacoma and 
Seattle each take 8 per cent of the power 
from the earlier development. The opera- 
tions of Wanapum will be co-ordinated 
with those of the Northwest Power Pool. 

As frequently reported, the Pacific 
Northwest would face a shortage of pri- 
mary electric energy by 1965 if Wanapum 
were not constructed. The circular on 
page 16 contains a table indicating that 
average firm energy loads during the 
winter seasons should increase from 5.4 
million kilowatts in 1959-60 to 9.5 million 
in 1969-70, an increase of about 76 per 
cent. Including Wanapum there would still 
be a small power deficit five years from 
now and by 1969-70 this would increase 
to about 1.4 million (without Wanapum, 
1.7 million). However, the estimates are 
on a very conservative basis (assuming 
that the critical water conditions experi- 
enced in 1936-37 will be repeated) hence 
the deficiency may not prove as large as 
estimated. The circular states: 


In spite of the existence of a large 
number of undeveloped hydroelectric 
sites in the Pacific Northwest, the time 
is approaching when new thermal- 
electric generating plants will be con- 
structed to assist in carrying the re- 
gion’s growing loads, probably within 
ten years. Wanapum power costs are 
estimated to be substantially less than 
the cost of power from fuel-fired plants. 
A further major advantage of Wa- 
napum power is the assurance of sub- 
stantially constant power costs during 
the period of the amortization of the 


bonds. 
ey 


Federal Surplus Best Way to 
Reduce Interest Rates 


 poneimeia of the Treasury Robert B. 
Anderson recently gave the House 
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Ways and Means Committee a very lucid 
discussion of rising interest rates and how 
to check them. In the postwar period debts 
have increased as follows, in billions of 
dollars : 
Per Cent 
1958 Increase 
$240 203% 
298 = 168 
State and Local Gov- 


ernment Units .... 6 59 269 
Federal Government . 283 9 


$880 96% 


There had to be an increase in the supply 
of funds to take care of these loans, and 
it had to come either from savings or 
newly created paper money. If the latter, 
prices would go up—unless the supply of 
commodities and services increased to a 
corresponding degree. Hence, according to 
Secretary Anderson, “it is no accident that 
consumer and wholesale prices have more 
than doubled during the past twenty years, 
in view of the fact that a fourfold increase 
in the active money supply was only partly 
matched by an approximate doubling of 
real production of goods and services.” 


¥ is sometimes argued that rising in- 
terest rates are inflationary, since cor- 
porations may increase their prices to pass 
along to consumers the higher cost of 
capital. (Senator Lyndon B. Johnson was 
quoted, a few days after Secretary Ander- 
son’s statement, as saying “few things 
have contributed as much to inflation as 
rising interest rates.””) Mr. Anderson con- 
sidered this argument fallacious: Bor- 
rowed funds are used primarily to facili- 
tate spending (for construction, larger 
inventories, loans to customers, etc.) and 
high money rates mean that some bor- 
rowers cannot obtain as much as they 
wish, hence there is a brake on spending, 
which acts against inflation. 

Moreover, the Secretary stated, higher 
interest costs are not much of a factor in 
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the total cost of doing business, hence 
would be unlikely to affect prices. In 1957 
net interest costs for all manufacturing 
corporations were only about 0.4 per cent 
of sales; and even for public utilities in- 
terest expense would be less than 4.5 per 
cent of gross income. (It is not clear 
where the Secretary got his utility figures 
—in 1957 gross income for all class A and 
B privately owned electric utilities was 
$1,908 million while interest on long-term 
debt was $523 million, or a ratio of 27 
per cent; even in relation to revenues the 
percentage was 6.3 per cent. In the case 
of utility companies rising interest rates 
have been a definite factor in the amount 
of some rate increases—the “fair rate of 
return” has historically been higher when 
interest rates are high. Moreover, it is to 
be doubted whether utilities in recent 
years have reduced their construction 
budgets to any great extent because of 
rising interest costs. The argument there- 
fore seems more applicable to industrial 
than utility companies, especially as resi- 
dential utility rates have declined for 
years and certainly have not contributed 
to inflation. ) 


pon principal reason for rising interest 
rates in the current fiscal year seems 
to be the federal government’s need to 
finance almost a $9 billion increase in the 
federal debt—the largest deficit in some 
years. Conversely, the best way to lower 
interest rates would be to have a govern- 
ment surplus—if part of the government 
debt were paid off this would supply 
larger funds to satisfy other borrowers. 
This is the best out of six possible ways, 
which Mr. Anderson lists as follows: (1) 
A government-sponsored recession, which 
nobody wants. (2) The Federal Reserve 
might be directed by Congress to buy new 
issues of government securities. (This 
would obviously be inflationary, as a 
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number of foreign countries have dis- 
covered.) (3) Congress might order the 
FRB to “peg” prices of government se- 
curities; this also has proved to be in- 
flationary. (4) A break in the stock mar- 
ket might be induced in order to stimulate 
a switch to bonds; but such a policy would 
be irresponsible. (5) The federal debt 
might be reduced by earmarking funds for 
that purpose, but this would accomplish 
little or nothing if accompanied by a 
deficit. (6) A budget surplus is therefore 
the most efficient way of removing the 
pressure for higher interest rates, and it 
would also help protect the value of the 
dollar. 


> 


Nonrefundability of Bonds 
May Reduce Coupon Rates 


SEL R. CoLBert, chief of the accounts 
and finance department of the public 
service commission of Wisconsin, in a re- 
cent talk before the Midwest Association 
of Railroad and Utility Commissioners, 
discussed the efforts of lenders to make 
debt issues nonrefundable, at least for an 
initial period of years; or on the other 
hand to have the call price fixed high 
enough so as to make early refunding un- 
likely. 

Mr. Colbert pointed out that both 
the SEC and the FPC are opposed, on 
general principles, to nonrefundability. 
He referred to a study by J. R. Pines, 
chief financial analyst of the SEC, which 
concluded that with “virtually equal re- 
sults with respect to the number of bids 
on two groups (refundable and non- 
refundable) and the degree of marketing 
success, the presence or absence of a freeze 
on refundability has no special signifi- 
cance, let alone a controlling influence, on 
the ability of a public utility to raise bond 
money.” 
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Mr. Colbert also refers to a study con- 
ducted by the Wharton School of Finance 
and Commerce covering corporate bond 
issues between 1945 and 1958, in which 
the conclusion was reached that “the 
presence or absence of the call privilege 
appears to have no significant effect on 
the interest rates.” 


ffs are all interesting conclusions; 
but it is difficult for this writer to rec- 
oncile these statements with the experience 
of utility companies during the bad bond 
markets of 1957 and 1959. The number 
of bids and degree of marketing success 
would seem to have little to do with the 
matter if the coupon rate is adjusted to 
offset nonrefundability. The summer of 
1957 witnessed very tight bond market 
conditions, due apparently to Federal Re- 
serve policy at that time. 


As a result of the FPC rule requiring 
refundability, utility companies had to 
“pay up” in June for having to use normal 
call provisions: Puget Sound Power & 
Light 1st 64s of 1987 were sold to yield 
6 per cent; Michigan Consolidated Gas 
sold Ist 64s of 1982 to yield 6 per cent; 
and Michigan Wisconsin Pipe Line Ist 
64s of 1977 to yield 6 per cent. The 
shorter maturities and the provision of 
sinking funds (which in the case of the 
Michigan Wisconsin issue would retire 97 
per cent of the bonds before maturity) 
apparently did not offset the fact that the 
bonds were refundable. (Incidentally, the 
Puget Sound issue was called the follow- 
ing year, but the other two issues are still 
outstanding. ) 

Two of these issues were rated Baa and 
one A by Moody. The average yield of 
A-rated bonds on June 21, 1957, was 4.14 
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NE million customers were added to the nation’s fast-growing 
natural gas network during 1958 when transmission facilities were 
increased by 5,400 miles. Natural gas customers have more than 
doubled since 1949 when 12.5 million were served. Customers using 
now total 40 million. 


all types of gas, including LP “bottled gas,” 


to 


y paw gas utility industry has added an average of 830,000 new 


residential customers a year during the past decade for a tofal 


increase of 40 percent since 1948. Annual home use of gas has climb 


more than 28 billion therms as a result of steadily increasing 


demands for gas house-heating and other modern gas appliances. 


147 


JULY 16, 1959 





PUBLIC UTILITIES FORTNIGHTLY 


per cent, ad for Baa bonds 4.34 per cent, 
according to Moody’s Service. While 
there is always a spread in yields between 
old and new issues, it seems obvious that 
the issuers of these bonds were caught in 
a “squeeze play.” 


ea instance occurred recently. In 

May, 1959, Detroit Edison arranged 
the sale of a $40 million issue of general 
and refunding mortgage bonds due 1989 
to a group of institutions, subject to ap- 
proval by the Michigan commission ; these 
Aa bonds carried a nonrefunding provi- 
sion for seven years and presumably were 
thus enabled to obtain a 43 per cent cou- 
pon. 

During the same month Idaho Power 
sold $15 million Ist 5s of 1989 to the 
public at a slight premium to yield 4.95 
per cent, and El Paso obtained the same 
yield, while West Penn Power sold $14 
million 54s on a 5 per cent yield basis. As 
all these issues also had Aa ratings it 
seems fair to assume that Detroit Edison 
saved about one-quarter per cent by using 
its seven-year nonrefundable provision. 

It has been currently reported that life 
insurance companies do not have much 
interest in buying new issues at this time 
where the nonrefundable provision is 
lacking. Other buyers are probably less 
“choosey.” In any event, there seems to be 
a definite impression, shared by this ob- 
server, that the nonrefundable feature is 
unquestionably a bargaining point during 
“hard times” in the bond market, par- 
ticularly with the life insurance com- 


panies. 
» 


New Census of Share Owners 
Stresses Value of Employee 
Stock Plans 
ie 1956 the New York Stock Exchange 

made a “Census of Share Owners,” 
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which was published in a 32-page bulletin. 
Now another census has been taken and a 
slightly larger bulletin published. Un- 
fortunately, the census did not find what 
kind of shares were held other than to 
differentiate between preferred and com- 
mon. stocks. 

As might have been expected, the new 
census showed a rapid gain in the num- 
ber of American stockholders. Twelve 
million, four hundred and ninety thousand 
Americans now own shares in public cor- 
porations or nearly double the 1952 total 
and 45 per cent above 1956. One out of 
eight adults is now a share owner. This 
average person has an income of about 
$7,000 a year and is about forty-nine 
years of age, although newer investors 
average only thirty-five. Four million 
housewives are share owners, the largest 
single group, and women in the aggregate 
outnumber men by a slightly larger mar- 
gin (52.5 out of 100) than in 1956, In- 
dividuals who hold shares only in invest- 
ment companies (including mutuals) are 
1,235,000, which is four times the 1956 
total. 

The brochure points out the importance 
of employees’ stock purchase plans, which 
point may be of interest to utility execu- 
tives. 

More than 2.5 million share owners, 
or one out of five, acquired their first 
shares through company plans. An even 
larger proportion of new share owners 
since 1956—27 per cent—first acquired 
stock through this method. An estimated 
1,340,000 share owners are now investing 
regularly through employee stock pur- 
chase plans. 


a the study indicates that 
share owners like to own the shares 
of the company they work for: 83 per 
cent of the share owners employed by 
public corporations (a total of 2,580,000) 
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are stockholders in their own companies. 
Moreover, nine out of ten of all share 
owners believe it is a good thing for em- 
ployees to have shares in their own com- 
panies, since this encourages greater 
employee incentive and interest in the 
company’s activities. 

Sale of stock to employees is, of course, 
an established policy with a number of 
utilities. 

¥ 


California Public Pension 
Funds Rely 43 Per Cent 
On Utility Issues 
funds operated for state, coun- 


ty, city, district, and school employees 
in California have 43 per cent of their 


assets invested in public utility bonds and 
debentures, a survey by Pacific Gas and 
Electric Company indicates. The funds 
have combined assets of almost $2.4 bil- 
lion; of the more than $1 billion invested 
in public utilities, $156 million is invested 
in utilities operating in California. 

Membership in these funds includes 
about 544,000 active participants and 56,- 
000 who are enjoying retirement benefits. 
The largest single group is the California 
State Employees’ Retirement System with 
203,000 members, of whom half are em- 
ployees of city, county, and other local 
public agencies participating in the state 
system on a contractual basis. 

PG&E undertook the survey as part of 
its continuing inquiry into the potential 
markets for its securities. 
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Water Companies 
Holding Companies 


American Water Works . $.60 43% $1.10Ma 
Operating Companies 


Bridgeport Hydraulic . 
Calif. Water Service .. 
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A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—Au- 
gust; Se—September ; Oc—October ; N—November; De—December. NC—Not comparable. NA—Not avail- 
able. D—Decrease. *On average shares. (a) Adjusted to eliminate 13 cents per share of nonrecurring tax 
Savings. (b) Also stock dividend in 1958. (d) Also 1 per cent stock dividend quarterly. (e) Also 10 per 
cent stock dividend May 19, 1958. (f£) Includes extras. (g) Five per cent stock dividend April 10, 1959. 
(i) Also 5 per cent stock dividend December 29, 1958. (j) Also 5 per cent stock dividend March 19, 1959. 
(k) Also 20 per cent stock dividend March 9, 1959. (L) Also 10 per cent stock dividend June 10, 1959, (n) 
Excludes profit realized on sale of Los Angeles Transit $3.81 per share. (0) Also 5 per cent stock dividend 
June 30, 1959. **On combined common and common B stocks. (x) 1952-57. 
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A Transit Rate Solution 


HE transit industry is enshrouded in 

an atmosphere of gloom and fear try- 
ing to find a solution to its financial 
troubles by further rate increases. The 25- 
cent fare is almost here in many cities and 
has already arrived in a few. But under- 
neath the belligerent assertions of indus- 
try leaders that the privately owned trans- 
it companies are entitled to a fare that 
will produce a reasonable profit, there is 
a reluctance to go for the straight 25-cent 
fare and a fear that such a fare may not 
produce any more revenue than the lower 
rate structure it would replace. 

To those familiar with the reaction of 
transit passengers to rate increases, a re- 
action unique among utility customers, the 
fears of transit managements are quite un- 
derstandable. They know that if there are 
1,000 passengers today paying 20 cents 
each, there will not be 1,000 passengers 
the morning after a 25-cent fare is in- 
augurated. One familiar formula, based 
on experience with more modest advances 
in rates, indicates that about 920 of each 
1,000 passengers would be in sight after 
the fare went to 25 cents. Of course, these 
920 remaining passengers, paying 25 cents 
each, would produce more revenue dollars 
than the 1,000 who had been paying 20 
cents. 

On the other hand, it takes no Einstein 
to see that if the 1,000 20-cent pas- 
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sengers shrink to 800 25-cent passengers, 
there would not be a penny of additional 
revenue. 

It is this fear that haunts transit man- 
agements as they face up to the once 
fantastic 25-cent bus fare. To sociologists 
concerned with the other complex phases 
of city living, the real horror is the proven 
fact that each fare increase results in de- 
creasing the usefulness of the transit sys- 
tem to the community, a shift to the use 
of automobiles, then more street conges- 
tion, less useful streets, all of which makes 
the outlying shopping center more attrac- 
tive and the mid-city retail district less at- 
tractive and less productive of tax reve- 
nue. 

In addition to the uniqueness of the 
transit industry’s loss of a substantial num- 
ber of its passengers each time that rates 
are increased, it has another familiar dis- 
tinction in comparison with the rates of 
other utilities. Only the transit industry 
lacks a stand-by or readiness-to-serve 
charge designed to produce revenue from 
that customer who has the service con- 
tinuously available to him but who for rea- 
sons of his own does not actually buy any 
measureable units of the service during a 
so-called billing period. 


fips be specific, in a typical city, the 
group of people served by a residen- 
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tial meter pays $1 per month for electric 
service whether they use one kilowatt- 
hour or ten kilowatt-hours or none what- 
soever, and they pay $1.50 per month for 
gas service for the first 300 cubic feet, 
even though none is used. Similarly, any 
group served by a residential telephone 
pays a stipulated monthly subscription 
price which is unchanging regardless of 
the number of outgoing local calls up to 
a stated number. In many areas, telephone 
service can be suspended for a temporary 
period at the customer’s request but the 
customer must still pay 50 cents per month 
for the privilege of having the service 
made available on short notice when he 
asks for it. 

If the transit system were to receive as 
part of its rate structure a similar small 
monthly payment from each residential or 
family group to whom its service is avail- 
able, the way would be opened for this be- 
leaguered industry to increase rates and 
revenue without the simultaneous shifting 
of a large group of its passengers from 
buses to less desirable means of transpor- 
tation. 

This kind of a rate structure would 
also be more equitable because it would 
assess a share of the cost of the transit 
service upon the person who uses it only 
when his automobile is broken down or 
snowed in or otherwise unusable. Now 
such a person pays the transit system per- 
haps 40 cents on one day each year for a 
service that is kept available to him every 
day in the year. 


bes writer was recently called upon to 
translate these somewhat academic 
considerations into a practical plan of ac- 
tion on behalf of a transit system that 
serves a large portion of the population of 
an industrial state. In that state the transit 
companies as well as all the other utilities 
are regulated and their rates are estab- 


lished by a state regulatory agency of the 
usual pattern. The transit company was 
motivated largely by the spirit that pro- 
motes pure research to find possible solu- 
tions to problems of the future. The rec- 
ommended solution in this particular case 
turned out to be rather simple, even though 
the answer is perhaps a year or two ahead 
of present thinking in the transit indus- 
try. 

However, it is by no means too early 
to initiate a discussion of this possible 
method of solving the transit rate prob- 
lem. 

Our recommendation took the form of 
drafting a proposed and entirely novel 
tariff to be submitted to the state agency 
that sets all utility rates. This tariff did 
not propose that a 25-cent fare be insti- 
tuted in lieu of the existing 20-cent fare. 
Instead, it did propose the filing of a tariff 
in the form shown on page 154. 


le should be emphasized that this pro- 
posal for financial relief is not a sub- 
sidization of a private transit company 
with public funds and is not socialistic in 
any sense. It merely puts the privately 
owned transit company in the same posi- 
tion as the electric, gas, and telephone 
utilities with respect to a minimum month- 
ly charge. 

As an illustration, in a city with a 20- 
cent fare, the monthly cost to a regular 
employed rider is $8.40, and to a house- 
hold which uses the transit service only in 
a once-a-month emergency the cost is 40 
cents. A 25-cent fare would increase these 
costs from $8.40 to $10.50 and from 40 
cents to 50 cents, respectively. The pro- 
posal recommended herein would increase 
the present costs to $8.70 and 70 cents, 
respectively. In the specific case studied, 
the increase in dollars of revenue would 
have been approximately the same from 
either type of rate increase. 
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The principle behind this plan is not en- 
tirely novel. It has been in effect in a thin- 
ly disguised form in New Orleans for 
many years and is largely responsible for 
the 7-cent transit fare which has prevailed 
there since 1922. And there is not the 
slightest doubt that transit patronage in 
New Orleans has held up better during 
the postwar years than in any other 
American city. 


emer filing of transit tariffs in 
the form proposed herein with the 
agencies controlling both transit and elec- 


structive action towards solving one of the 
most serious of the postwar problems of 
our large cities. Of course, the outstand- 
ing immediate advantage of this plan is 
that it requires no new legislation in those 
states where all utility rates are controlled 
by a state commission. 

Such commissions are more fully aware 
of the need for a transit rate solution than 
any other group in the nation and many 
of them are in a mood to experiment with 
a form of rate relief that does not lead 
them up a straight path to eventual disap- 
pearance of public transit service. 


tric rates would stimulate prompt public 


consideration and perhaps result in con- —Epwarp A. Roserts 


"BLANK TRANSIT CO. 
STATE P.S.C. TARIFF NO. 47" 
“A READINESS-TO-SERVE CHARGE OF 30 CENTS 
PER MONTH FOR EACH FAMILY UNIT RESIDING 
IN THE TERRITORY SERVED BY THE LINES 
OPERATED BY BLANK TRANSIT COMPANY” 

"For the purposes of charging and collecting this readiness-to-serve 
charge, a ‘family unit residing in the territory served by the lines 
operated by Blank Transit Company’ is defined as each group of 
persons served with electric service furnished by Edison Electric Com- 
pany by means of a residential or rural electric meter located within 
the limits of any city or town traversed by lines operated by Blank 
Transit Company. Such readiness-to-serve charge shall be made by 
adding 30 cents to the minimum monthly electric residential rates in 
effect under the tariffs approved by the state public service commis- 
sion for electric service in each such city and town. Such readiness- 
to-serve charge shall be collected by Edison Electric Company simul- 
taneously with the collection and payment of the amounts due such 
company for furnishing electric service to such residential and rural 
meters under the terms of tariffs for such electric service which have 
been approved by the state public service commission. The amounts 
collected by Edison Electric Company as a readiness-to-serve 
charge for service of Blank Transit Company shall be transmitted 
monthly to Blank Transit Company by Edison Electric Company." 
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Gas Industry Is Sanguine about Its Future 


a | THINK the gas industry has a future 
every bit as great as its past,” de- 
clared J. Theodore Wolfe, president of 
the American Gas Association and presi- 
dent of the Baltimore Gas & Electric Com- 
pany, in an address to the New York So- 
ciety of Security Analysts in June. He 
pointed out that in terms of total assets, 
the gas industry is the fifth largest in the 
United States, that it serves 32 million 
customers, that in 1958 its revenues 
amounted to $4.6 billion. 

Despite its complexity, huge size, and 
many problems, the gas industry is grow- 
ing rapidly, Wolfe said. In the past ten 
years, the number of customers served by 
it has increased by nearly 40 per cent and 
sales have more than doubled while reve- 
nues have tripled. While many observers 
during the lifetime of the industry have 
predicted the end of the gas business, these 
prophets have been proved wrong. 

The AGA head said that the gas indus- 
try plans to spend $34 to $36 billion in 
new construction in the next twelve years 
and that gross plant investment of the dis- 
tributing and pipeline companies will in- 
crease from $18.4 billion to $49.3 billion. 
Revenues are expected to rise $10.7 billion 
in that period. He said these prognostica- 
tions are predicated on certain assumptions 
which are: 


1, The population of the U. S. will soar 
tremendously. 


2. U.S. standard of living will continue 
to rise. 


3. Gas will remain popular as an energy 
fuel. 


4. Gas will be available in adequate sup- 
ply at competitive prices. 


V Jo.FeE declared that the first two as- 
sumptions could reasonably be ex- 


pected to prove correct. Their net result 
would be more and more use of the vari- 
ous forms of energy. As to the third as- 
sumption, he said: 


. .. Gas will more than hold its own in 
the popularity contest among various 
sources of inanimate energy. It is fair- 
ly well known that gas has tremendous- 
ly increased its share of the total energy 
supply in this country during the post- 
war period—from something like 12 
per cent immediately before World 
War II to 28 per cent last year. “But,” I 
seem to hear you saying, “much of that 
tremendous increase came from the ex- 
tension of natural gas pipelines into 
new geographic markets, thus making 
possible large volume sales of gas for 
industrial and space-heating purposes.” 
That is a correct observation. Since 
World War II natural gas has swept 
the country, to such an extent that there 
is very little of the country left for it 
to sweep. Many of the ripe prospects 
who were awaiting the advent of nat- 
ural gas are now revenue-producing 
customers. 


Gas Sales Will Rise, However 


We observed that the gas industry’s 
growth in the last decade was mostly 
represented by intensive rather than exten- 
sive growth. “The absolute growth in de- 
mand for gas in established natural gas 
areas such as the Appalachian region and 
the Southwest has been substantially 
greater than growth in new markets. New 
markets take time to develop their maxi- 
mum, and major expansion of demand 
still lies ahead for those areas which re- 
ceived natural gas initially during the last 
ten years.” 
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One cannot expect a rate of growth in 
the future to match the rate of the past 
ten years, Wolfe stated. But he predicted 
the gas industry would double its sales in 
the next twelve years, propelled by inten- 
sive efforts of those in the business. And 
the industry will achieve this goal by cap- 
italizing not only on competitive cost of 
gas, but on its convenience, simplicity, and 
reliability. 

Also, a research program will help the 
industry by determining what the public 
wants in appliances. Already, research 
and other efforts of appliance manufac- 
turers, Wolfe reported, have brought into 
being the following: the smokeless, odor- 
less incinerator; automatic water heaters 
which produce twice as much hot water 
as an appliance of the same size at less 
cost than any competitive appliance; new 
gas refrigerator with convenience plus 
low operating cost; a new gas furnace, 
still in the research stage, with its own 
thermoelectric gas-fueled generator which 
will operate the controls and warm air 
blower or circulating water pump; and 
gas-fired air-conditioning units. 

Wolfe said he is most optimistic about 
the potential of gas air conditioning. Vast 
quantities of gas are available in the hot 
months to gas companies at low prices 
which can be sold for cooling purposes 
“without adding a single dollar to the gas 
utility’s investment in distribution facili- 
ties.” 


Advertising and Promotion 


M” than $6 million are being spent 
by the American Gas Association, 
Wolfe related, at the national level for a 
program of promotion and advertising to 
increase the preference for and use of gas. 
One of. the most successful uses of this 
money is Playhouse 90, which has cap- 
tured a tremendous TV audience. Also, 
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gas appliance manufacturers are spending 
$10 million a year and the gas utilities are 
spending at the local level at a rate that 
should give the industry a total sales and 
promotional effort of $100 million a year. 

As to the supply of gas, Wolfe made the 
following statement : 


... let’s take a look now at the supply 
of natural gas... . The committee [on 
gas reserves] advises that the proven 
reserves of natural gas in this country 
at the end of 1958 were 254 trillion cu- 
bic feet, and the production during 1958 
was 11.5 trillion cubic feet. . . . The fig- 
ure of 254 trillion cubic feet by no 
means represents our total gas supply. 
It is only the working inventory which 
we have “on the shelf.” To point this 
up, let me remind you that in 1945 we 
had proven reserves of less than 148 
trillion cubic feet, since then we have 
produced 109 trillion cubic feet; but at 
the end of 1958 we had proven reserves 
of 254 trillion cubic feet. Each year, 
notwithstanding increasing volumes of 
production, we have added to our prov- 
en reserves; we have increased the 
amount of inventory “on the shelf.” 


Pca alpen further on gas reserves, 
Wolfe said that the U. S. Bureau of 
Mines estimates the amount to be 1,000 
trillion cubic feet. Other experts set the 
reserves at 1,200 to 1,700 trillion cubic 
feet. 

These estimates are only for the United 
States but not including Alaska, which 
is thought to have large undiscovered 
quantities of gas. 

Wolfe said that in view of these facts 
it follows there will be plenty of gas to 
sell, but he warned that proper incentive 
must be given to motivate those who would 
invest their money and time to discover 
new gas reserves. Wolfe stated: 
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Now I have no pat solution to this 
question of how to regulate field prices 
so that producers will have the eco- 
nomic incentive to find and deliver the 
gas we need and still keep its price com- 
petitive. But I don’t think one has to 
be too much of an optimist to assume 
that a solution will be found... . Pro- 
ducers, pipeliners, and distributors of 
gas are all beginning to realize that we 
have to work out this problem which is 
of fundamental concern to the entire 
gas industry. Under the leadership of 
AGA we have begun this year a series 
of informal conferences attended by 
representatives of all segments of the 
gas industry. In these conferences, we 
are seeking to develop a better under- 
standing of each other’s problems. Out 
of that understanding may come an an- 
swer to the question of how to get the 
gas we need at a competitive price. 


Wolfe said he was ready to concede 
that the average field price of natural gas 
is bound to increase from its present level, 
since the present average price of 12 to 13 
cents per Mcf is heavily affected by some 
very low contract prices established when 
gas was primarily a by-product. However, 
he held out hope that perhaps recent prices 
in new contracts may represent a level at 
which exploratory and developmental ac- 
tivities can be supported for some time to 


come. New techniques and new materials 
used in exploring for and producing gas 
may help to offset the otherwise rising 
trend of costs as wells go deeper or far- 
ther offshore. Wolfe predicted that the in- 
dustry would have the gas it needs at prices 
which will sustain its anticipated growth. 


What about Synthetic GasP 


Wo" stated that while research is be- 
ing conducted on the development of 
synthetic gases as a possible supplement 
to the natural gas supply, it is essentially 
a long-term project. He believed it would 
be a long time before it would prove neces- 
sary to make use of such processes. Initial 
research on oil shale and tar sands has 
shown that these abundantly available en- 
ergy sources can be gasified at substan- 
tially lower cost and with fewer technical 
problems than coal, the AGA president in- 
formed the security analyst group. He said 
the known possibility of producing syn- 
thetic gases, however, may serve as an 
important factor in controlling the price 
of natural gas. 

Adding all the facts up, Wolfe said that 
the transmission and distribution of gas 
through a system of pipe are still just about 
the most efficient means of getting usable 
energy into the customer’s home. He said 
it was no wonder he was so optimistic 
about the future of the industry. 





Is Politics a “Must” for Businessmen Today? 


N°? businessman, big or small, can af- 
ford to ignore politics any more, 
since almost everything government does 
has an impact on business. This is one of 
the key thoughts from a recently pub- 
lished book, entitled “The Businessman’s 
Guide to Practical Politics,’ by J. J. 
Wuerthner, Jr. He points out that gov- 
ernment is politics and politics is govern- 


ment—you cannot have one without the 
other. Says the author: 


The first broad trend underlying the 
new challenge to business evolves from 
the basic fact that the days when busi- 
ness could be judged solely by the black 
or red ink on the profit-and-loss ledger 
are behind us because nowadays the op- 
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“PRESENTED AS A PUBLIC SERVICE BY THE FCC” 


erating statement is increasingly de- 
pendent on government decisions and 
political actions. There is practically no 
major issue today at the national or 
state level which doesn’t have a direct 
bearing on the operation of business 
and industry. The same holds true, in 
many instances, at the community level. 


Wuerthner points out that it is no long- 
er enough merely to belong to a trade 
association, have a representative in 
Washington, write a letter now and then 
to one’s Congressman. All these things 
are good, he admits, but today a business- 
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man should be active at the grass-roots 
level where the lawmakers are elected. 

There is plenty of down-to-earth fac- 
tual material on how to get into politics, 
what to expect, how to organize for ac- 
tion, your legal rights, etc., that should 
open the eyes of many a businessman to 
the opportunities that exist. 

The author explains the importance of 
political contributions, fund raising, door- 
bell ringing, getting out the vote. To show 
some of the things that can be accom- 
plished, he cites outstanding examples of 
how well-organized, efficient political 
groups have gotten their candidates 
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elected even in the face of firmly en- 
trenched opposition. 


iy the past, he says, it has been “the 
tendency of business and industry, 
apparently, to assume that someone else 
will take up the burden of decisive action. 
There is no ‘someone else.’ The task is one 
to be accomplished by businessmen and 
their like-thinking associates in all the 
communities of the nation.” 

In order to emphasize the far-reaching 
importance of politics, Wuerthner quotes 
Raymond Moley, an economics writer, 
who said: 


The battleground is where lawmak- 
ers, not laws, are made. Politics is not 
something to avoid or abolish or de- 
stroy. It is a condition like the atmos- 
phere we breathe. It is something to 
live with, to influence if we wish and to 
control if we can. We must master its 
ways or we shall be mastered by those 
who do. 


The fact that America is faced today 
with a form of Socialism, Wuerthner as- 
serts, is attributable to the lack of positive 
and dynamic political action on the part of 
businessmen. You must engage in politics 
if you would influence government, he 
emphasizes, stating : 


By inaction in politics, by refusing 
to seize the responsibilities which go 
hand in hand with our traditional free- 
doms, the business community could 
well neglect its biggest opportunity and 
thus surrender the very foundations of 
the American dream, which has become 
a reality for millions. . . . Businessmen 
have attained marvelous achievements 
in the twentieth century—miracles of 
industrial expansion, new technology, 
and wise use of all the components that 
make up a successful business. But in 


politics and public affairs, they have 
been babes in the woods. 


. excellent guides to political action 
are given throughout the book. An 
excellent one deals with the field of com- 
munication by business in relation to 
politics. 

Wuerthner presents five pointers which 
were prepared by Claude Robinson, presi- 
dent of Opinion Research Corpora- 
tion. They are: 


A. In your public statements and in 
your policy considerations, go out for 
the good life, declare your devotion to 
the public goals, make it perfectly clear 
to the public that the thing you seek is 
the public good. 

B. Never discuss means until you 
have defined the ends. 

C. Never criticize the other fellow’s 
means until you have declared your posi- 
tion with respect to his ends. 

D. Talk more about the things you 
are for rather than the things you are 
against. 

E. In criticizing the other fellow’s 
program, define the end first, then point 
out that his path will not lead to the 
desired goal, but that yours will. 


According to the author, it is a waste of 
a company’s assets to spend money after 
political decisions or legislative actions 
have taken place that adversely affect the 
operation of one’s organization. To re- 
main politically impotent is both dangerous 
and expensive, he says. There is a direct 
and inescapable relationship between gov- 
ernment-politics-legislation and the eco- 
nomic institutions of business in our 
nation, Wuerthner maintains. He states 
as follows: 


Because the public affairs area is ac- 
knowledged to be an increasingly in- 
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herent part of the responsibilities of 
management to all those dependent on 
the continuing success of business, the 
job cannot be separated from business 
operations. It cannot be given to peo- 
ple outside the corporate framework. 
Today’s business manager can’t look the 
other way and pretend that government 
and political affairs don’t affect him. 
Practically no operation in business to- 
day is undertaken without an appraisal 
of the impact of federal laws and regu- 
lations. 


geri contributions and personal 
labors are mandatory for successful 
political action, the author declares, but 
there also is a need today on the part of 
management to seek out approaching 
trends in government and political fields, 
and then devise programs in which the cor- 
poration and its personnel can participate 


actively in helping to “mold factors of 
such situations through economic, ideo- 
logical, political, and common sense com- 
munication and action.” 

This political guide is both provocative 
and informative. It should give the execu- 
tive who reads it an entirely new concep- 
tion of politics and political action as it 
relates to the successful conduct of his 
business. 


THE BUSINESSMAN’S GUIDE TO PRACTICAL 
Poxitics by J. J. Wuerthner, Jr., pub- 
lished by Henry Regnery Company, Chi- 
cago, Illinois, 1959, 235 pages. Price, $3.75. 


Editor’s Note: The author, J. J. Wuerthner, Jr., 
is manager of public affairs at General Electric’s 
Electronic Park in Syracuse, New York. He hasa 
background in public relations and political cam- 
paigns in Montana, New York, Pennsylvania, Geor- 
gia, and Rhode Island, in addition to the national 
political campaign of 1956. He developed a public 
affairs—register and vote—program for the Syra- 
cuse operations of General Electric that received 
the only award in the nation given to a corporation 
in 1957 by the American Heritage Foundation. 





Local Pride in 


ee May 2lst issue of The Spectator, 
published at Somerset, Massachusetts, 
carried an editorial entitled “The Boom- 
ing Voice of Progress.” 

The editorial was prompted by the ad- 
dition of the sixth major power unit to 
the Montaup Electric Company’s facili- 
ties. What makes this event unique is the 
high esteem with which “the Montaup” 
is held by the residents of the Somerset 
area. The addition of the new power fa- 
cility raises the company’s potential power 
output to 335,000 kilowatts. 

Since 1924 “the Montaup” has been 
benefiting the community of Somerset. 
The editorial states that “the Montaup 
plant has brought Somerset an unsur- 
passed prosperity in taxable property and 
well-paid employment.” 

The Montaup Electric Company gen- 
erates power for three companies: Fall 
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Power Installation 


River Electric Light Company, Fall 
River, Massachusetts; Brockton Edison 
Company, Brockton, Massachusetts; and 
Blackstone Valley Gas & Electric Com- 
pany, Pawtucket-Woonsocket, Rhode Is- 
land. 

The editorial lauds the financial sta- 
bility that the power company has brought 
to the Somerset area and it notes the com- 
munity concern which the employees of 
“the Montaup” feel for Somerset. It 
states: 


This atmosphere of stability has re- 
sulted as much from the quiet and co- 
operative attitude of the Montaup 
Company as from its efficiency. The 
plant itself, located neatly on the shore 
of the Taunton river, is an industrial 
asset of which the town is proud. 

Its management, engineers, skilled 
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technical staff have become citizens 
contributing to the town’s social and 
civic welfare. In no way has Somerset 
been more fortunate in having the Mon- 
taup here than in their addition to the 
community. 


I’ is always gratifying to see a power 
company which enjoys the friendly 
confidence of the community—a company 
which is a substantial asset to the area in 
which it is located. This surely speaks 


strongly in favor of public utility compa- 
nies which, now and again, experience ob- 
jections from communities when they at- 
tempt to establish new power-generating 
stations. 

The Montaup Company has been grow- 
ing for the past thirty-six years. It seems 
reasonable to assume that this growth will 
continue and that community relations 
will remain on the same high level which 
the company and the community have en- 
joyed for more than a quarter-century. 





The Dynamics of Savings 


. o May-June issue of Business in 
Brief (issued by the economic re- 
search department of The Chase Manhat- 
tan Bank) contains an article entitled 
“The Dynamics of Savings.” 

The general growth and expansion of 
our economy are noted by this article. 
Businesses are increasing their capital out- 
lays, home building has increased. The 
ability to carry our commitments in the 
field of world leadership and defense, 
plus our commitment to increase the liv- 
ing standards here at home, depend, to a 
great extent, on a high level of produc- 
tive investment. 

In recent months there has been some 
slowing down of growth in savings insti- 
tutions—consumer debt is also rising. 
This article investigates in brief form the 
savings trends and the possibility that re- 
cent indications may reflect a reduced will- 
ingness to save. 

Savings (that portion of the nation’s 
output that is not currently consumed) 
flow through three main channels: (1) 
Personal savings—in 1958 this category 
put away $21 billion, about the same 
amount as in the two previous years. (2) 
Corporate savings—in the form of re- 
tained earnings. In 1958 this figure fell to 
about $5.5 billion, the lowest figure since 


1946. (3) Capital consumption allowances 
or the deductions from income which al- 
low for depreciation of plant, equipment, 
and housing. In 1958 these allowances 
rose to a record high of $39.6 billion. 

The combined total of these three cate- 
gories amounted to $66 billion. However, 
federal, state, and local governments by 
running in a combined deficit absorbed 
over 15 per cent of these savings. 

The position of the federal government 
in fiscal policy is summed up by the fol- 
lowing: 


The most volatile element in the sav- 
ings picture is the federal government. 
Since World War II, there have typi- 
cally been large deficits in recession 
years and surpluses in years of high 
prosperity. These deficits and surpluses 
have alternately absorbed private sav- 
ings and released additional funds for 
private investment. 


iim policy is looked upon as one of 
the “built-in stabilizers” in the econ- 
omy. In addition, when recessions occur 
workers receive unemployment compensa- 
tion at the same time that income taxes 
decline. 


During the same 


recession peri- 
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ods Congress has increased spending pro- 
grams or cut tax rates. 

Business expansion continues at a rapid 
rate. Federal spending appears to have 
leveled off and if tight control is held on 
spending programs the budget may bal- 
ance in the next fiscal year. Even if there 
were no advance in private savings an ad- 
ditional $8 to $9 billion more would be 
available to support private investments. 

Personal savings have grown in line 
with the economy in spite of short-run 
fluctuations. Higher rates have attracted 
individuals and record amounts were set 
aside in savings and loan shares in 1955 
to 1957. In 1958, when recession worries 
put a premium on liquid savings, this type 
of savings plan shot up even higher. Per- 
sonal security holdings rose steadily 
through 1957 but in 1958, because of mar- 
ket uncertainties, buying slowed to a 
standstill. 

Reduced availability of mortgage funds 
in the period from 1955 to 1957 slowed 
the rise of mortgage debts. Regarding the 
trends in personal savings, the article 
notes : 


These sharp shifts in the past pat- 
tern of personal savings suggest that 
rising debt totals and the slowing in 
the growth of savings deposits in re- 
cent months must be interpreted with 
care. Preliminary data indicate, in fact, 
that aggregate personal savings in- 
creased in the first quarter. Apparently, 
individuals are now choosing to place 
more of their savings in tangible assets 
—particularly homes—or directly in 
the securities market. 


ee pane savings have not grown 
consistently during the postwar pe- 
riod. From 1955 through 1958 retained 
earnings were only 1.9 per cent of the 


gross national product—after adjusting 
for the valuation of inventories. Rising 
depreciation allowances are aiding the 
swell of savings. With the increase of 
capital stock these allowances have been 
increased about $2 billion a year since 
1946. However, it must be remembered 
that provision for “wear and tear” can- 
not guarantee replacement of existing 
capital stock during a period of rising 
prices. 

Total savings for any past period must 
equal total new investment. The function 
of the financial system is to insure that 
the surplus funds of some group are 
available to finance the investment needs 
of others. 

Regarding this interdependence the 
article states : 


. .. The predominant flow is from in- 
dividuals to businesses, either through 
financial institutions or directly. At the 
same time, there are many crisscross- 
ing flows between individuals, busi- 
nesses, and governments. Disturbances 
in the market mechanism, by inhibiting 
these flows of funds, could cause a con- 
traction in both savings and investment. 


N conclusion it is stated that the econ- 
omy must voluntarily save enough to 
match what it plans to invest. Inflation is 
not the acceptable means for increasing 
investment nor is a tight money policy or 
other measures directed at cutting back 
investments. None of these schemes are 
fully satisfactory in solving the problem 
of a shortage of savings. 

There is no effective substitute for 
larger voluntary savings combined with 
curbs on nonessential government spend- 
ing. The article does not view the current 
savings trends with gloom, but it is noted 
that the potential need for savings is huge. 
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Notes on Recent Publications 


Atomic INDUSTRY DIRECTORY OF PRODUCTS 
(1959). The association of the nuclear in- 
dustry, the Atomic Industrial Forum, has 
just published the 1959 Atomic Industry 
Directory of Products, Equipment, and 
Services, which should be of interest to 
electric utilities in or considering entrance 
into the atomic energy field. 

Of special interest to the electrical and 
electronic fields are such classifications as: 
high energy accelerators, radioactivity 
gauges, health physics equipment, labora- 
tory instruments, nuclear reactors, control 
equipment, and simulators. 

More than 200 industrial organizations 
in the nuclear field are given product and 
service profiles in the 132-page directory, 
providing a wealth of data. There are 40 
major classifications for products, equip- 
ment, and services, plus 130 subcate- 
gories. 

Organizations described include manu- 
facturers, fabricators, processors, archi- 
tect-engineering and construction organiza- 
tions, consultants, and suppliers of 
technical services. For additional informa- 
tion or to obtain a copy, write Atomic In- 
dustrial Forum, 3 East 54th street, New 
York 22, New York. Attention, Depart- 
ment E. Price $2.50. 


ELECTRONIC SPECIFYING & PuRCHASING— 


1959, Electronic Periodicals, Inc., Cleve- 
land, Ohio, price $15, is a comprehensive 
cataloguing of the American electronics 
industry. The guide contains listings of 
over 4,500 manufacturers of electronic 
components and equipment. It lists the 
names of these companies, sales man- 
agers, data on the products manufac- 
tured, and the method used in distribu- 
tion. 

An entire section is devoted to a 
geographical listing of every recognized 
wholesale distributor of electronics 
equipment. Alphabetical listings of 
nearly 7,000 trade names are included 
as well as a purchasing index which 
contains manufacturers indexed under 
the equipment that each produces. 

The publisher states that with this 
700-page hard-bound book, plus your 
telephone, you will be provided with in- 
stant contact with all electronic supply 
sources, local and national. This pub- 
lication should be of great value to any 
person in the public utility field who has 
frequent or occasiona! contact with the 
electronics industry. Special pricing ar- 
rangements are made for purchase of 
more than six volumes. 





is not the federal government that makes prosperity in this 
country. After all, we are talking within the reasonable future 
of a GNP (gross national product) of $500 billion. It is quite clear 
that the decisions of 175 million people and the way they make those 
decisions based upon their own needs is far more important than 
what the federal government does. 

"The federal government needs to lead, to point the way, to do 
the things . . . that people cannot do for themselves, such as pro- 
viding for the national security . . . But when it comes to advancing 
and expanding our economy, that is by and large the business of 
America. 

"Our federal money will never be spent so intelligently and in so 
useful a fashion for the economy as will the expenditures that would 
be made by the private citizen, the taxpayer, if he hadn't had so 
much of it funneled off into the federal government." 

—DWIGHT D. EISENHOWER, 
President of the United States. 
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Atomic Power 10-year Plan 


hewn Atomic Energy Commission is 
mapping a 10-year plan for the de- 
velopment of civilian atomic power which 
it will submit to Congress for approval. 
The basic idea is to analyze from tech- 
nological and economic standpoints the 
potentials of eight different types of 
atomic power reactors. They are boiling 
water, pressurized water, liquid metal- 
cooled, natural uranium and heavy water 
combinations, fast breeders, thermal 
breeders, gas-cooled, and organic-cooled. 

Some nuclear companies can well be 
hurt by such a plan, inasmuch as many 
companies have built their atomic futures 
around only one or two reactor types. 

There are some industrial leaders who 
are dubious about the wisdom of this long- 
range approach. One is Dr. Chauncey 
Starr, vice president of North American 
Aviation, Inc. He remarked, “The ele- 
ments of cost which will determine the 
economics of future atomic power plants 
involve major intangible areas which can- 
not be estimated with any degree of ac- 
curacy today.” Plant reliability, main- 
tenance costs, and total costs of the nuclear 
field which are now set administratively 
by the government were some of the in- 
tangible areas he mentioned. 

Four basic steps will be included in 
formulating the 10-year program. First a 
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complete survey of the technological status 
and operating history of eight reactor 
types will be made. Then will follow an 
assessment of the technical and economic 
potential of each type. A tentative de- 
velopment program will be worked out for 
each reactor type to determine the time 
and money required to achieve its poten- 


Finally, a comprehensive program will 
be set on the basis of decisions as to the 
relative importance of each reactor type. 

Industry experts have been asked to 
make the first survey of present reactor 
technology. Later, however, decisions will 
be made within the AEC. 


FPC Pipeline Hearing Set 


HE Federal Power Commission has 

announced it will hear arguments 
July 17th on the proposed construction of 
pipeline facilities that would permit in- 
troduction of natural gas service in several 
hundred midwestern communities. 

The commission stated it would bypass 
the customary intermediate report by an 
examiner and consider this case directly. 
The case involves three applications by 
Northern Natural Gas Company of 
Omaha that proposes some $102.5 million 
in construction of gas transmission fa- 
cilities, 

They would make possible  deliv- 
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ery of natural gas to 326 communities 
in Iowa, Minnesota, South Dakota, 
Nebraska, Wisconsin, and Illinois. 


Third Desalting Plant Picked 


HE Interior Department has selected 
the electrodialysis method of desalt- 
ing water as its third demonstration plant. 
Last September Congress authorized the 
construction of five test plants, two for the 
conversion of brackish water and three for 


the desalting of sea water. Thus far three 
processes have been chosen. 

The electrodialysis method uses a com- 
bination of electric current and a special 
type of membrane to remove salt and other 
minerals from water. Several plants are 
now in commercial operation which use 
this method. 

In addition, a 3 million gallon plant, 
using this process, is now under construc- 
tion in South Africa, 


Alabama 


Utility Bill Tax Attacked 


A PROPOSED tax on utility company bills 
in Jefferson county, the proceeds of 
which would be used to support the care 
of the sick poor, was labeled unjust, un- 
fair, and discriminatory in a public hear- 
ing before Jefferson legislators. Major 
opponents of the measure were the utility 
companies. 

The bill calls for a tax on utility bills 
(5 per cent on the first $200, 3 per cent 


on the next $100, and 1 per cent on all 
bills over $300 a month). 

Proponents of the tax say it is des- 
perately needed to aid people who are 
dying for lack of care. It would be wide- 
spread, they said, being paid for by cus- 
tomers who buy electric power, gas, and 
other utility services. 

Those opposing the tax said it would be 
discriminatory because it singles out one 
segment of business. 


California 


Automatic Generating Station 
oe has invaded the generation 

station field. Southern California 
Edison is the latest utility to announce 
plans to make its generating stations auto- 
matic. Southern California Edison has 
made public plans to install two new com- 
puter-controlled power units in its Hunt- 
ington Beach station. The first generator 
for the station will be delivered in 1960, 
the second, a turbogenerator, shortly 
afterwards. 

With the addition of the two comput- 
er-controlled generators, the combined 
capacity of the station will be raised to 
810,000 kilowatts. These computers con- 
trol about 250 different operations, such as 
valves and fuel controls, in keeping the 
generating units operating. 


Estimated cost of each computer is 
about $1 million. This is considered the 
largest computer installation of its kind 
ever embarked on by an electric utility. 
Earlier this year Louisiana Power & Light 
Company said it would install a $750,000 
computer system for its Little Gypsy sta- 
tion. 


Monorail System Described 

i ime Metropolitan Transit Authority 

in Los Angeles was recently given a 
description of a suspended monorail rapid 
transit system. It would consist of 100- 
passenger cars zipping along in three- to 
five-car trains at speeds as fast as 75 miles 
an hour. Both mechanical and electrical 
brakes would be provided for safety. Dual 
electric motors and rubber-tired traction 
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gear would run silently, enclosed in an 
overhead girder. The system would be in- 
stalled over the city’s existing freeway net- 
work. 

The components of the system have 
been fully tested. And now a full-scale 
model is being erected near Paris, France, 


for final testing. According to the develop- 
er, Companie Francaise D’Enterprise, of 
Paris, the estimated cost of such a system 
will be less than $4 million per overhead 
track mile. 

This does not include charges for rights 
of way. 


Illinois 


Automatic Dispatch System 

Yee production in 10 generating sta- 

tions is exactly regulated by an auto- 
matic dispatch system recently installed by 
Commonwealth Edison Company. The 
new equipment was built by General Elec- 
tric Company and cost, including installa- 
tion expense, about $700,000. According 
to Willis Gale, chairman of Common- 
wealth, the automatic system not only 
regulates electricity output to match de- 
mand, but it also selects which of 37 tur- 
bine generators can most economically 


produce additional electricity as required. 
And when the demand is decreasing the 
device selects the turbine generators pro- 
ducing electricity at the highest cost and 
reduces the output of these units. 

A total of 37 generating units, some as 
far away as 140 miles, are tied in with the 
new control system. The device not only 
assures the most efficient use of Edison 
power production facilities, but it also 
maintains proper flows on interchange of 
power between Edison and the other utili- 
ties with which it is interconnected. 


Indiana 


World’s Most Efficient 

Generating Plant 
HE Clifty Creek plant at Madison, 
Indiana, is the largest power station 
ever built by private industry and also the 

world’s most efficient generating plant. 

According to preliminary electric power 
industry figures, Clifty Creek recorded 
the lowest heat rate of any power plant 
during 1958. This station last year pro- 
duced electricity at an average heat rate 

of 9,130 Btu’s per kilowatt-hour. 


Clifty Creek is owned and operated by 
Indiana-Kentucky Electric Corporation, a 
subsidiary of Ohio Valley Electric Cor- 
poration. It has six 215,000-kilowatt gen- 
erating units for a total capacity of 1,290,- 
000 kilowatts. Clifty Creek together with 
its sister plant, Kyger Creek, with a capac- 
ity of 1,075,000 kilowatts, supply all of 
the tremendous energy requirements of 
the Atomic Energy Commission’s giant 
Portsmouth, Ohio, plant, an around-the- 
clock demand of 1,950,000 kilowatts. 


Michigan 


Gas Supply Battle 
ie a fight to keep a flow of Panhandle 
Eastern Pipe Line Company gas com- 
ing for use of thousands of Wayne county 
homes, Michigan Consolidated Gas Com- 
pany attempted in the court of appeals to 
hold up the allocation of Panhandle gas 


JULY 16, 1959 


to other major customers. The move 
proved unsuccessful for the petition was 
rejected. Now Michigan Consolidated has 
appealed the entire issue and the appeals 
court has ordered briefs filed by August. 
Wayne county has also intervened in the 
case. In a brief filed by the county utilities 
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counsel, it was contended that permitting 
Panhandle to abandon service to Michigan 
Consolidated would reduce the amount of 
gas available to local home owners and 
force the price of gas up. The county also 
asserted the reason Panhandle wanted to 


New 


Pipeline Approved 
g p= state public utilities commission 
has approved the application of the 
Natural Gas Pipeline Company for a 
50-mile line from Branchburg Township 
to Lyndhurst. The line will be the last link 
in the company’s 1,800-mile dual pipeline 
system from Texas to New York. It will 
pass through 21 towns, go within 100 feet 
of 386 buildings along the 50-mile route. 
It will be maintained and supervised con- 
tinuously, and contain proper safety de- 
vices and be X-rayed at all welded joints. 
The line was deemed necessary because 
of increasing consumer loads in the area. 
It is estimated that it will be completed in 
September of this year. 


Turnpike May Subsidize 


Railroads 


fb mcnnen age problems of New 
Jersey may be solved by a broad plan 
outlined by Governor Meyner in which 
surplus revenues derived from the New 
Jersey turnpike would be diverted to grant 
tax relief to railroads and to help the car- 
riers buy new passenger equipment and 
consolidate their services in the interests 
of efficiency. 

While railroads would be the chief 
beneficiary of the state’s proposed finan- 


abandon service was so it could sell its gas 
to industry at unregulated prices. 
Originally the FPC gave Panhandle 
permission to end its service to Michigan 
Consolidated last December, but the effec- 
tive date has been postponed indefinitely. 


Jersey 


cial relief, bus companies also would be 
given assistance whenever the state felt 
such action justified. The governor indi- 
cated he would ask the New Jersey legisla- 
ture to resume its session in August, long 
enough to act on the program, which 
would require the passage of a series of 
bills, including a referendum that would 
be submitted to the voters in November. 

What is involved is the redemption of 
$430 million in revenue bonds issued by 
the New Jersey Turnpike Authority. 
Bondholders would be asked to grant the 
state the right to withdraw the excess 
revenues as suggested. At present the 
bondholders have a lien on all revenues of 
the toll road. 

While New York state would not be in- 
volved in the program, 75,000 residents 
of that state who commute daily to New 
Jersey would benefit from the plan, as 
would 128,000 Jersey commuters who 
work in New York. 

Governor Meyner said between $30 and 
$40 million in excess turnpike funds are 
available at present and an estimated $11 
million more would be available in 1960. 
And the subsequent three years, it is esti- 
mated, should produce $12.5 million, $13,- 
750, 000, and $15 million, respectively, in 
surpluses. 


Pennsylvania 


Pittsburgh Transit Plan Voted 
ie house of representatives of the 

Pennsylvania state legislature has ap- 
proved legislation which would create a 


public transit authority in Pittsburgh and 
adjoining Allegheny county. The state 
senate is expected to approve the bill 
shortly. 
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The legislation authorizes a newly 
created Allegheny County Transit Au- 
thority to purchase by negotiation or con- 
demnation the 35 transit companies cur- 
rently operating in the area. The largest 
of these is Pittsburgh Railways Company, 
which is owned substantially by a New 
York financial syndicate. 

The authority is expected to need be- 
tween $25 million and $50 million to ac- 


quire the 35 companies. The money will 
be raised by the sale of bonds. 

The transit authority idea resulted from 
dissatisfaction by a group of downtown 
Pittsburgh merchants, who felt their lag- 
ging sales were due to the transportation 
system, 

A unified transit system will benefit 1 
million commuters and riders in the im- 
mediate Pittsburgh area. 


Texas 


Gas Reserves Purchased 


. has been announced that Texas East- 

ern Transmission will acquire approxi- 
mately a trillion cubic feet of gas reserves 
at a cost of about $134 million. A total of 
$50 million will be spent by the gas line 
to gather and move the gas along its sys- 
tem. 

The gas is located in the Rayne field of 
Acadia parish, Louisiana, and is owned 
by Continental Oil Company, Sun Oil 
Company, General Crude Oil Company, 
and M. H. Marr. 

Texas Eastern’s reserves now total 13.2 
trillion cubic feet and this amount will be 
increased by 7.5 per cent when the new 
purchase is consummated. The acquisition 
of the new gas was made possible when 
the Federal Power Commission granted 
Texas Eastern authority to build lateral 
lines to the Rayne field. The FPC also ap- 
proved the building of additional 30-inch 
loop lines along the system at a cost of 
some $49 million. Texas Eastern’s au- 
thorized daily delivery capacity is 2,010,- 
000,000 cubic feet of gas. 


Compromise Eliminates 
Hearing 
COMPROMISE on an increase in elec- 
tric rates has eliminated the need for 
a full-scale hearing which was threatened 
by Houston Lighting & Power Company 
when city council voted a rate which 
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would have pared revenues by $150,000. 

Under the new agreement, demand 
meter charges will be eliminated and resi- 
dential electric bills will go up 14.9 cents 
a month. The new rates will go into effect 
with the August billings. 

Identical rate increases will be offered 
the other 39 communities served by Hous- 
ton Lighting & Power, according to Frank 
Austin, company vice president. “There 
will be different minimum bills,” he said, 
“but the increase will be essentially the 
same.” President of Houston Lighting & 
Power, T. H. Wharton, emphasized that 
the new rate would result in lower revenues 
for the company. But he said his company 
would give the new rate schedule a fair 
trial over a sufficient period to determine 
without question whether it will provide a 
fair return on the fair value of facilities. 

The company, under the new rate, may 
no longer increase rates to compensate for 
increases it must pay for gas to run its 
plants or for increases in gross receipts 
taxes. The agreement reached specifies that 
the company must get council approval to 
increase its rate for such costs. 


Files for Rate Hike 


NITED Gas CorPorRATION has filed a 
formal request for a rate increase 
which would boost the average residential 
gas bill $1.86 monthly. Mayor Lewis 
Cutrer of Houston received the request. 
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Trends and Topics 


Service Denial Because of Arrearages at 
Mortgaged Premises 


ye right of a public utility company to deny service for nonpayment of 
bills does not extend so far as to permit denial of service because of 
arrearages of a former owner or occupant of premises, according to rulings 
by various regulatory authorities. Application of this exception to the general 
rule, however, has sometimes been challenged where the holder of a mortgage 
or his representative has assumed the responsibility of collecting rents. 

A federal court recently decided such a case against a water company which 
had threatened to cut off the water supply to mortgaged premises unless 
charges which accrued prior to the date when the mortgagee took possession 
were paid. The court granted a preliminary injunction on motion by the United 
States of America in a proceeding to foreclose a mortgage on a housing project 
made up of multiple family housing units comprising 70 apartments, of which 
63 were presently occupied. 

The mortgagor had defaulted on his mortgage and the United States, with 
the consent of the mortgagor, had taken possession and was collecting rents. 
The court referred to a New York decision (PUR1933D 169), mentioned be- 
low, denying the right to refuse service to a receiver in possession to collect 
rents for the mortgagee. The court in this case could not distinguish that de- 
cision from the case where a mortgagee was in possession (28 PUR3d 203). 

A New Jersey court held that, unless expressly authorized by a legislative 
act making arrears for utility bills a lien upon real estate, a water utility has no 
right to enforce a rule permitting it to cut off a water supply because arrears are 
due from a former owner; and it held further that a company may not cut off 
service to holders of a first mortgage in possession of premises by virtue of a 
provision of the mortgage resulting from default in payment even though the 
former occupant may be in arrears (PUR1933E 343). 


Rights of Receiver 
The question presented to the New York court of appeals was whether a 
169 
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water company could shut off water to mortgaged premises for failure of a 
receiver of rents in possession thereof, after demand, to pay charges accumu- 
lated against the owner prior to the receiver’s appointment. An action had been 
brought to foreclose mortgages on an apartment building. 

The court gave a negative answer to this question. It noted that a water com- 
pany has no lien on the premises for unpaid bills. The court pointed out a dis- 
tinction between private and public water companies under New York law. The 
remedy against an owner in possession, under the company’s rules providing 
for service denial, would be good against the receiver for charges accruing 
during his occupancy but it would not be good against him for arrearages of 
the owner (PUR1933D 169). 

A federal court once held that the change of status of the same individual 
from that of receiver in possession of premises for the benefit of creditors to 
receiver in a mortgage foreclosure proceeding for the benefit of bondholders 
was a “change of occupancy” precluding an electric company from discontinu- 
ing service to the receiver in his latter capacity for failure to pay bills for serv- 
ice rendered while he acted in his former capacity. 

The court said that while it is broadly true that the possession of a receiver 
is that of the court, this generality must not conceal the fact that it is often 
necessary to consider for whose benefit and in whose right the receiver is put 
in possession. The foreclosure bill was a suit independent of that of the 
creditor’s bill, and consolidation was a mere matter of convenience without 
effect on substantive rights (PUR1933E 439). 


Service Denial by Municipal Plant 


Municipal plants, under the laws of some states, have liens on property to 
which they supply public utility service, and they are, therefore, in a somewhat 
different position than a public utility company. Rates for service furnished 
by a municipal plant, however, are service charges and not taxes in the ordinary 
sense of the word. The Maryland court of appeals made the distinction between 
such charges and taxes in a case in which it denied the right of the city of Bal- 
timore to refuse service to premises outside of the city limits. The Home 
Owners’ Loan Corporation had acquired the property by mortgage foreclosure. 
The municipality was acting in its proprietary rather than its governmental 
character, and the court applied the general rule that unless made so by statute 
“water rents are not a lien on the property served.” Ordinances of the city 
relating to the imposition of a lien were held to have no extraterritorial force or 
effect (28 PUR NS 25). 

The Utah supreme court also upheld the right of the Home Owners’ Loan 
Corporation to demand service from a city although a mortgagor had not paid 
for water supplied by the municipal plant. The court said that a subsequent pur- 
chaser of premises, from which the city has cut off the water supply, is under 
no duty to pay the arrears owed by a prior tenant or owner, or both, as a con- 
dition precedent to having the water turned on for use on his property, unless 
he has agreed to be liable for the payment. The court further held that an 
ordinance of the city prohibiting the turning on of water for use of such 
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premises was invalid to the extent that it gave the city the right to deny service 
to the Home Owners’ Loan Corporation (30 PUR NS 57). 

It was held in Massachusetts that a city operating a water utility had no 
right to require a property owner, as a condition precedent to receiving water, 
to pay bills charged to a tenant for water previously furnished to the tenant. 
The property had been leased and the lease provided that the lessee should pay 
for water. Later the premises became vacant. The owner ata later date requested 
the municipality to supply water but the city refused to do so unless the arrear- 
ages were paid. At that time “any lien” which the city had upon the land under 
a statute “had been lost.” The owner paid the charges under protest and sued 
to recover back the money paid. A decision against the municipality was af- 
firmed on appeal (20 PUR NS 127). 





Review of Current Cases 


Supreme Court Rules on Duty of FPC to Consider 
Rates in Gas Certificate Proceeding 


¢ e U. S. Supreme Court has af- 
firmed the judgment of the court of 
appeals in New York Pub. Service Com- 
mission v. Federal Power Commission 
(1958) 25 PUR3d 288, 257 F2d 717, 


vacating an order of the Federal Power 
Commission and remanding the case for 
further proceedings. The Supreme Court 
disagreed with the ruling by the lower 
court that the commission had no jurisdic- 
tion to conduct “a limited inquiry” after 
gas-producing companies had threatened 
to withdraw their gas from the interstate 
market. The court based its affirmance on 
the lower court’s ruling that the commis- 
sion must give careful consideration to 
proposed gas supply contract rates. 

This proceeding tests the jurisdiction 
as well as the discretion of the commission 
in certificating the sale of gas under § 7 
of the Natural Gas Act. The natural gas 
involved would be obtained from oil and 
gas leases covering large acreages of the 
continental shelf off the Louisiana coast. 
Atlantic Refining Company, Cities Serv- 
ice Production Company, Continental Oil 
Company, and Tidewater Oil Company 


proposed to sell such gas to Tennessee Gas 
Transmission Company for interstate 
transmission. The initial contract price of 
22.4 cents per Mcf, including a tax of one 
cent per Mcf, seemed to the commission 
to be excessive, but after a threat of keep- 
ing the gas from interstate commerce, 
which would be subject to commission 
regulation, the commission granted the 
certificate. 


Jurisdiction of Commission 


The lower court thought that the com- 
mission had no jurisdiction to consider 
the proposal because it was limited to a 
firm price agreed upon by the parties ap- 
plicant. Their refusal to accept certifica- 
tion at a lower price even to the extent of 
canceling their contracts and withholding 
the gas from interstate commerce, the 
court held, resulted in the commission’s 
losing jurisdiction. The Supreme Court 
did not believe that this followed. No sales 
of gas had ever been made from the leases 
involved. The contracts under which the 
petitioners proposed to sell the gas were 
all conditioned on the issuance of cer- 
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tificates. A failure by either party to secure 
such certificates rendered the contracts 
subject to termination. 

Certainly, said the court, the filing of 
the application for a certificate did not 
constitute a dedication to the interstate 
market of the gas recoverable under these 
leases. Nor was there doubt that the pro- 
ducers were at liberty to refuse conditional 
certificates proposed by one order of the 
commission. While the refusal might have 
been couched in “more diplomatic lan- 
guage,” ithad no effect on the commission’s 
power to act on a rehearing requested. 
Even though the commission did “march 
up the hill only to march down again,” 
upon reaching the summit the court could 
not say that this “about-face” deprived it 
of jurisdiction. The court found nothing 
illegal in the petitioners’ rejection of the 
alternative price proposed by the commis- 
sion and their standing firm on their own. 


Rate Considerations in Granting 
Certificate 


The purpose of the Natural Gas Act was 
to underwrite just and reasonable rates to 
the consumers of natural gas. The com- 
mission, under § 7, has control over the 
conditions under which gas may be initial- 
ly dedicated to interstate use; but the gas 
operator may protect itself, unless other- 
wise bound by contract by filing new rate 
schedules with the commission, subject to 
the suspension provision of § 4. Congress 
also gave protection to the consumer as to 
price by the enactment of § 5, but there 
may be long delay incident to determina- 
tion in proceedings under this section. 

The importance of considering rates in 
the certificate proceeding is emphasized by 
the pattern in the Gulf area where enor- 
mous reserves of gas appear to be present. 
The price certificated would in effect “‘be- 
come the floor for future contracts in the 
area.” 
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The court recognized that a determina- 
tion of just and reasonable rates is not re- 
quired in a § 7 proceeding. The court said 
it did not hold that a “just and reasonable” 
rate hearing is a prerequisite to the issu- 
ance of producer certificates, but it did say 
that the inordinate delay presently exist- 
ing in the processing of § 5 proceedings 
requires a most careful scrutiny and re- 
sponsible reaction to initial price proposals 
of producers under § 7. Their proposals 
must be supported by evidence showing 
their necessity to the present or future pub- 
lic convenience and necessity before per- 
manent certificates are issued. 

This is not to say that rates are the only 
factor bearing on the public convenience 
and necessity. The commission is required 
to evaluate all factors bearing on the pub- 
lic interest. The commission, in the exer- 
cise of its discretion, might attach rate 
conditions as it believes necessary. 

But if unconditional certificates are is- 
sued where the rate is not clearly shown to 
be required by the public convenience and 
necessity, relief is limited to § 5 proceed- 
ings and full protection of the public in- 
terest is not afforded. An examination of 
the record indicated to the court that there 
was insufficient evidence to support a find- 
ing of public convenience and necessity 
prerequisite to the issuance of the perma- 
nent certificates. 

The court did not find support in the 
record for the conclusory finding on which 
the order was based that “the public served 
through the Tennessee Gas system is great- 
ly in need of increased supplies of natural 
gas.” Admittedly such need was wrapped 
up in the commission’s action on Tennes- 
see’s application for permission to enlarge 
its facilities, but the two dockets were not 
consolidated and a presiding examiner had 
conditioned his approval in the instant case 
on the granting of the application in the 
other case, no part of which record was 
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before the Supreme Court. Neither was 
there evidence supporting the finding that 
producers would seek to dispose of their 
gas elsewhere than to Tennessee Gas and 
the interstate market. 

Considerations discussed by the court 


required an affrmance of the judgment 
with instructions that the applications be 
remanded to the commission for further 
proceedings. Atlantic Refining Co. et al. v. 
New York Pub. Service Commission et al. 
Nos. 518 and 536, June 22, 1959. 


Parent’s Capital Cost and Consolidated Tax Return 
Figure in Telephone Company Rate Case 


ENERAL TELEPHONE COMPANY OF 
PENNSYLVANIA has obtained a rate 
increase of about $1.4 million from the 
Pennsylvania commission, somewhat less 
than its bid for a $2 million increase. Total 
allowable operating revenues of $16,337,- 
000 will afford a rate of return of 6.10 
per cent on a fair value rate base, accord- 
ing to the commission. 


Capital Cost 


The company claimed a fair rate of re- 
turn of not less than 7.25 per cent, alleg- 
ing a cost of capital of 6.68 to 7.38 per 
cent. It developed, however, that this 
claim, including an alleged common stock 
capital cost of 11 per cent, was based 
principally on judgment evidence. 

General Telephone of Pennsylvania is 
wholly owned by General Telephone Cor- 
poration. The parent controls the sub- 
sidiary’s financial policies. Financial in- 
formation concerning the parent system is, 
therefore, evidence of the cost of capital 
to the subsidiary, the commission ob- 
served. 

For the period 1953 to 1957 the parent 
company’s capital structure consisted of 
46 per cent long-term debt, 19 per cent 
preferred stock, and 35 per cent common 
stock. The operating company’s average 
capital structure during the 1953 to 1957 
period was 42 per cent long-term debt, 22 
per cent preferred stock, and 36 per cent 
common stock. 

The applicant’s weighted average cost 


of bond issues sold between 1945 and 1957 
was 3.62 per cent, with a high of 5.06 per 
cent in 1957. Its claimed historical cost of 
preferred stock capital at the end of the 
test period in mid-1958 was 4.43 per cent. 
During the same period 52 bond offerings 
of General Telephone system operating 
companies paid an average yield of 4.23 
per cent. Twenty-three issues of preferred 
stock of these companies were offered at 
an average yield of 5.17 per cent. 

In the absence of a public market for its 
common stock, the applicant introduced 
evidence relating to common stock offer- 
ings of 11 independent telephone com- 
panies between 1953 and 1957 at an aver- 
age cost rate of 9.77 per cent. These com- 
panies had an average common equity 
ratio of 41 per cent. Between 1951 and 
1958 General Telephone Corporation 
floated eight large offerings of common 
at an average cost of 9.53 per cent. Five 
of the offerings resulted in a cost of 10.94 
per cent, related to an average pro forma 
common equity ratio of 27 per cent. The 
estimated cost rate for common stock of 
the parent corporation based on recent 
market trading evidence was 8.40 per cent, 
related to an average dividend pay-out of 
52 per cent and an average common equity 
ratio of 35 per cent. 

General Telephone of Pennsylvania 
paid dividends to its parent between 1953 
and 1957 amounting to 73 per cent of its 
earnings. The commission noted that the 
applicant’s cost of common equity capital 
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has declined significantly since its 1954 
rate proceeding in which 10.25 per cent 
was allowed. On this evidence the com- 
mission arrived at a fair rate of return of 
6.10 per cent. 


Trended Cost 


In submitting estimates of trended 
original cost of plant for recent periods, 
the applicant used a method consisting 
principally of a determination of original 
cost by years of construction, and a break- 
down of each year’s original cost into 
labor and material components. Land was 
included at an amount based on appraisals 
at fair market values. The original cost of 
buildings at the end of the test period was 
segregated by types of building construc- 
tion and by years of construction. Costs 
were trended by the use of the Boeckh 
Building Cost Index Numbers. While the 
commission took no issue with the general 
method of trending, it pointed out that 
more specific indexes of the Boeckh Com- 
pany than those chosen were avilable and 
should have been used. 

The company segregated central office 
equipment, of which 84 per cent is dial 
equipment, into five categories for the pur- 
pose of trending: manual equipment and 
four manufacturers’ makes of dial equip- 
ment. 

Since each category represented a 
distinct type of equipment, differing in 
quantity, design, manufacture, installa- 


e 


tion, and operation, the commission did 
not think it accurate to “splice” or “link” 
indexes, as was done in some instances, 
“A more accurate procedure is to segre- 
gate central office equipment into such 
categories as panel, step-by-step, crossbar, 
manual, etc., and in the development of 
indexes to utilize a further segregation for 
each category; namely, material, equip- 
ment specifications, and installation.” 


Consolidated Tax Return Savings 


General Telephone of Pennsylvania, 
which participates in the consolidated in- 
come tax return of its parent, sought to 
allocate to the parent the tax reductive ef- 
fect of the latter’s 1957 loss for income 
tax purposes, largely comprising interest 
expense. In accordance with § 1552 (A) 
(3) of the Internal Revenue Code, how- 
ever, the commission allowed the income- 
producing subsidiaries to share the benefit 
of the tax reduction since the parent ad- 
vances to its operating utilities funds 
which are repaid in common stock. A sav- 
ing of 2.132 per cent was thus allocated to 
the applicant. 

Although the company’s depreciation 
reserve requirement, considered acceptable 
in this proceeding, substantially exceeded 
the book reserve, the commission rejected 
a claim for amortization of the deficiency. 
Pennsylvania Pub. Utility Commission v, 
General Teleph. Co. of Pennsylvania C. 
17006 et al. May 25, 1959. 


Telephone Rate Increase Partly Conditioned on 
Service Improvement 


HE Georgia commission authorized 

part of the gross revenue increase of 
$423,816 requested by General Telephone 
Company of the Southeast, despite strong 
customer protests against increased rates 
for the poor grade of service which is pro- 
vided in a number of the company’s ex- 
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change areas. As to such exchange areas, 
the rate increase was conditioned upon 
service improvement. 


Parent’s Capital Cost Used 


The company contended that a rate of 
return of 73 to 8 per cent should be al- 
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lowed. This claim was based on earnings 
on common stock offerings of independent 
companies between 1953 and 1957, five- 
year average earnings-common equity 
ratios of selected independent telephone 
companies, and five-year earnings-common 
equity ratios for selected gas and electric 
utilities. Using these ratios, a claimed re- 
turn on common equity of not less than 
104 per cent was urged, along with a cur- 
rent cost of capital of 7.46 per cent. To 
the latter figure was added a proposed al- 
lowance of one-half per cent for attrition 
of earnings. 

An expert witness for the commission 
observed that the ultimate source of capi- 
tal for the applicant is the investors in 
General Telephone Corporation, which is 
the parent of the applicant and which sup- 
plies the latter with all of its common 
equity capital. This witness developed his 
cost of common stock capital by giving 
consideration to the capital costs of the 
parent. He arrived at a rate of return of 
between 6.25 and 6.60 per cent. This, said 
the commission, is the most logical ap- 
proach to the problem and eliminates many 
of the infirmities in the company’s pro- 
cedure, particularly the problem of select- 
ing “comparable” utilities in the computa- 
tion of the averages which it developed. 


Lower Level of Reasonableness 


In view of the substandard service 
found to exist in several exchange areas, 
the immediate revenue increase was al- 
lowed at the level of about 6.2 per cent. 
The commission noted, however, that 
there is ample opportunity for the com- 
pany to bring its level of earnings up to 
the top of the range of reasonableness 
(6.60 per cent) by immediately undertak- 
ing to improve its service in deficient areas. 


e 


Projected Rate Base Disapproved 


In order to provide a cushion against 
attrition of earnings occasioned by future 
plant additions at high cost levels, the com- 
pany urged that a test period ending De- 
cember 31, 1959, be used. This period in- 
volved a forecast of results of operations, 
along with schedules of estimated plant ad- 
ditions, plant under construction, reserve 
for depreciation, and working capital com- 
ponents. If the company is to earn a rea- 
sonable rate of return in the future, it was 
said, the return must be applied to a future 
rate base. In support of this proposition, 
the company presented calculations tend- 
ing to show a sharp increase in investment 
per station. 


While rate determinations are by no 
means an exact science, said the commis- 
sion, there is no need to embark upon a 
completely hypothetical approach by 
means of detailed estimates of future hap- 
penings. Although rates are set for the 
future, the best gauge by which to judge 
their future effect is the recent past op- 
erating history of the utility, it was pointed 
out. The calendar year 1958, reflecting 
actual operating conditions, was adopted 
as an appropriate test period. 


Rate Case Expense Denied 


A claim for amortization of rate case 
expenses was denied. The commission held 
that amortization of such expenses is un- 
necessary where, as in this case, the pres- 
entation is based primarily on the books 
and records of the utility kept in the ordi- 
nary course of business, with much, if not 
all, of the preparation done by regular 
company employees. Re General Teleph. 
Co. of the Southeast, File No. 19377, 
Docket No. 1395-U, May 20, 1959. 
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Inclusion of Investment after Test Period 
Not Legal Error 


HE New Jersey supreme court has 

held that the commission’s action, in 
adding an amount representing average 
increase in net plant investment in 1958 
to a telephone company’s 1957 year-end 
investment, does not constitute legal er- 
ror. However, the cause was remanded to 
the commission for further findings, be- 
cause the record had failed to reveal any 
evidence tending to correlate the inclusion 
of the additional investment to the allevia- 
tion of a specific problem. The commis- 
sion had only hinted at its attempt to 
remedy the impact of inflation or attrition. 
Findings, said the court, cannot be sup- 
plied by implication. They must be suffi- 
ciently specified to enable the reviewing 
court to ascertain if the facts upon which 
the order is based afford a reasonable basis 
for such order. 


Economic Effects of Inflation 


The court, citing “Rate of Return,” by 
Ellsworth Nichols, page 153, discussed the 
economic effects of inflation upon the rate 
of return, noting that there are.at least 
four separate effects. First, there is the 
effect of inflation on the purchasing power 
of the dollar in a period of high prices. To 
adjust for this, utilities have urged that 
fair value be calculated upon the basis of 
net current cost of their property as dis- 
tinguished from original or historical cost. 

Second, there is the impact of inflation 
upon depreciation allowances. Third, there 
is the factor of attrition or erosion, which 
is the result of the fact that construction 
costs are steadily rising and the fact that 
the basis for calculating rate of return is 
made in the year prior to that for which 
the return is calculated. 

Fourth, there is the problem of regula- 
tory lag, which is the loss of proper earn- 
ings between the time of petition for a rate 
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increase and the time rate relief becomes 
effective by administrative or judicial de- 
termination. 

The commission could adjust the 1957 
year-end net investment of the company 
by a figure calculated to account for the 
impact of inflation in general or attrition 
in particular, commented the court. If the 
average increase in net investment for the 
year following the test year appeared from 
the evidence to be rationally and reason- 
ably related to the problem of inflation or 
attrition, there was no legal obstacle to 
such utilization, since the commission is 
not obligated to adhere to a net invest- 
ment formula. But the record did not re- 
veal what corrective factor the commission 
intended by including the average increase 
in net plant investment for the year fol- 
lowing the test year. 

If the board intended to adjust for at- 
trition alone, said the court, then it would 
seem that only so much of average 1958 
net investment should be added as repre- 
sents the excess in 1958 investment over 
and above what 1958 investment would 
have been if the average investment per 
telephone could have been maintained at 
the 1957 year-end level. If the board in- 
tended to compensate for the overall im- 
pacts of inflation, then there was nothing 
in the record tending to correlate the sum 
added with the problem. 


Methods of Handling Attrition 


The court noted that if the commission, 
on remand, determined that the figure 
added could not be related to the problem 
it desired to solve, or if it determined that 
it no longer desired to adhere to that 
figure, there are a number of methods cur- 
rently prevalent for handling the problem 
of attrition. First, the method most gen- 
erally followed is to increase the otherwise 
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allowable rate of return. Second, some 
commissions have simply utilized the year- 
end rate base calculations. Third, other 
commissions have compensated for the at- 
trition problem by combining an end-of- 
period rate base with an increase in what 
otherwise was found to be a reasonable 
rate of return. Fourth, some commissions 
have adjusted an original cost rate base 
by a figure representing the excess of new 
investment in a period beyond the test year 
over what such investment would have 
been if it were constructed at the same 
average cost as existing plant. 


The court emphasized that it did not 
intend to indicate that the commission 
must utilize one or another of the formulae 
listed above. 

The state commission was free to 
accept or reject them as it saw fit or to 
adopt any other formula. It was only 
requisite that the formula adopted be, from 
the reasoning of the commission, based 
upon the evidence presented; 1.¢., its ex- 
pertise in these matters, rationally related 
to the problem attacked. New Jersey et al. 
v. New Jersey Bell Teleph. Co. et al. No. 
A109, April 20, 1959. 


Supplier Refund Passed on to Consumers 


E lee Colorado commission recently 
ordered two gas companies to pass on 
to customers a refund received from the 
wholesale supplier. The Federal Power 
Commission had finally determined a rate 
application of the supplier, and excess 
rates paid by the gas companies had been 
returned. Noting that both gas companies 
had invested the refund money in short- 
term legals, the commission directed that 
the interest from such investments be in- 
cluded in the amount refunded. 

The fact that the companies had not 
seen fit to apply to the commission for a 
pass-on of the increased cost of gas, 


pointed out the commission, did not auto- 
matically entitle them to retain the refund. 
It had to be borne in mind at all times that 
the source of operating funds was from 
the money collected from customers under 
the rates, The money refunded was the re- 
sult of an overcharge in rates by the sup- 
plier, and since the retail customer of the 
distributing company paid in his rates for 
the cost of gas, he was entitled to the re- 
fund. Re Kansas-Colorado Utilities, Inc. 
Case No. 5163, Decision No. 52469, June 
11, 1959; Re Plateau Nat. Gas Co. Ap- 
plication Nos. 13247 et al. Decision No. 
52447, June 10, 1959. 


Refund Plan of Natural Gas Distributor Approved 


es Wyoming commission approved a 
plan submitted by Cheyenne Light, 
Fuel & Power Company for making re- 
funds to its gas consumers of refund 
moneys received by it from its suppliers. 
With respect to the company’s residential 
and commercial consumers, the plan pro- 
vided that the company would determine 
the total basic refund for each closed 
period involved, less the basic refund to be 


made to industrial consumers, based upon 
the volume of gas used by each such cus- 
tomer for the so-called “final revenue 
month” of each closed period. The final 
revenue month in each period would cor- 
respond to the company’s billing month. 
Eligible residential and commercial con- 
sumers were defined by the plan as those 
taking service for which they were billed 
or should have been billed for the respec- 
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tive final revenue month of each period. 
Each consumer would also receive the ap- 
plicable portion of interest received by the 
distributor from its suppliers, less the pro- 
portionate share of the estimated cost of 
the refund operation, and any sales tax 
received by the company from the state 
board applicable to such consumers. 


Cost of Refund Operation 


The company proposed to pay the cost 
of the refund operation out of the interest 
received by it from its suppliers and the 
interest it would receive upon its invest- 
ment of refund moneys in U. S. Treasury 
bills. The company had invested the re- 
fund moneys which it received from its 
suppliers in such bills. The commission be- 
lieved that the company had acted pru- 
dently in doing so. 

The commission agreed with the com- 
pany that the moneys were basically trust 
funds to be administered as such. It con- 
cluded that the company should be per- 
mitted to reimburse itself for all reason- 
able costs incurred by it in the refunding 
operation from the interest to be received 
on the Treasury bills and from the interest 
portion of the refund received from its 
supplier. 


Fairness of Plan 


The commission observed that inherent- 
ly the plan contained two main inequities 
which might affect residential and com- 
mercial consumers. A person connecting 
his premises with the company’s system 
for the first time during the revenue month 
of any of the closed periods, such as the 
owner of a new dwelling, would be entitled 
under the plan to a refund for the entire 
closed period. In other words, he would 
be treated the same as a consumer for the 
entire closed period, thus resulting in dis- 
crimination in favor of any such customer. 
Evidence indicated, however, that the 
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company would have comparatively few 
customers of this type and that the amount 
of any overrefunds to them would be prac- 
tically negligible. 

The other inequity in the plan was that 
some of the company’s residential and 
commercial consumers might not be 
eligible to receive refunds. Such customers 
include generally those purchasers of gas 
whose premises were connected with the 
company system during certain months of 
the closed periods, but not connected dur- 
ing the revenue months. These customers, 
however, would not be foreclosed from 
collecting their proportionate share of the 
refund, but they would be required, under 
the plan, to file a claim. 

The plan required all such claims to be 
filed with the company within ninety days 
from the date on which the last refund 
check was mailed to eligible customers. 
The commission believed that the 90-day 
cutoff period was too short and that it 
should be extended to 120 days. 

The commission realized that any plan 
for making refunds to the company’s resi- 
dential and commercial users, other than 
one under which each customer’s monthly 
bill would be recomputed at the lower unit 
rate, would not provide complete equity 
to all such customers in all situations. Evi- 
dence indicated, however, that if such a 
plan were undertaken the cost of adminis- 
tering it would be four or five times greater 
than the estimated cost to be incurred 
by the company under its proposed plan. 
Furthermore, the time element involved 
would be much longer than under the pro- 
posed plan. 

The commission noted that in recent 
years various courts and commissions 
have uniformly held generally that the 
manner of distributing such a fund is an 
administrative matter involving the exer- 
cise of an informed judgment, and that the 
distribution plan should possess the flexi- 
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bility and dispatch which characterize the 
administrative process. After considering 
the various facets of the “revenue month” 
refund plan, including the factors of time, 
cost, and substantial equity, the commis- 
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sion concluded that the plan was practical, 
feasible, and in the public interest. Re 
Cheyenne Light, Fuel & Power Co. 
Docket No. 9248, Subs 1, 2, 3, April 28, 
19359. 


Judgment Invalidating Transit Rate Ordinance Affirmed 


HE court of civil appeals of Texas 

affirmed a trial court judgment setting 
aside an ordinance fixing transit rates in 
the city of San Antonio but refusing to 
pass upon the validity of a previous rate 
ordinance. In March, 1957, the city had 
passed an ordinance authorizing a transit 
rate increase by reducing a central fare 
zone. Subsequent experience, however, 
showed that the increase in the company’s 
revenues exceeded the city’s expectations. 
So it enacted a new ordinance increasing 
the radius of the central fare zone. This 
had the effect of reducing the company’s 
rates. 

In entertaining the transit company’s 
complaint the trial court had held that a 
reasonable and fair ratio between the com- 
pany’s debt and equity capital was 15 per 
cent for debt and 85 per cent for equity 
and that an overall reasonable rate of re- 
turn would be 8.4 per cent. Rates under 
the new ordinance would provide a return 
of 3.46 per cent. On that basis the trial 
court had awarded the company a per- 
manent injunction restraining the city 
from putting the new ordinance into effect, 
saying that it would deprive the company 
of its property without just compensation. 


City’s Contentions 


The city first argued that the trial court 
had erred in failing to value the company’s 
property for rate-making purposes some- 
where between original cost less deprecia- 
tion and reproduction cost new, less ad- 
justment for present age and condition. 
The court overruled this argument on the 


ground that the record did not show that 
the trial court had not applied that for- 
mula. There was evidence in the record 
which would have supported a much high- 
er figure as to the value of the company’s 
property if that value had been arrived at 
solely by considering the reproduction cost 
new, less adjustment for present age and 
condition. On the other hand, if the trial 
court had considered only the original cost 
less depreciation of the property it would 
have arrived at a very much lower figure. 


Findings As to Capital Structure 


The city also argued that the court acted 
improperly in finding that a fair ratio be- 
tween debt and equity capital would be 15 
per cent for debt and 85 per cent for 
equity, resulting in a return of 8.4 per cent. 
This argument was overruled. The court 
pointed out that the lower court had heard 
a great deal of evidence upon the matter, 
that there was evidence tending to show 
that the business was on the decline, and 
that it was difficult to find capital for in- 
vestment in the company’s equity stock. 
The court said that the proper ratio be- 
tween debt and equity capital in a transit 
company is a question of fact to be de- 
termined from the testimony of experts. 
It concluded that the testimony given in 
this case justified and supported the trial 
court’s conclusion. 


Rate Base Deductions 


The city also contended that 34 per cent 
of the company’s land and buildings should 
be deducted from its rate base to adjust 
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for the utilization of company properties 
and facilities by a lessee. The trial court 
had found that the lessee paid rent for the 
use of the properties, that this money was 
credited as income by the company, and 
that, therefore, it was not necessary to 
make the reduction suggested by the city. 
This finding was affirmed. 


Company Appeal 


The company’s appeal presented the 
argument that the trial court had erred 
in not enjoining the city from enforcing 
the earlier ordinance. That one had been 
entered after a hearing and had gone into 
effect without either the city’s or the com- 
pany’s attempting to secure a judicial re- 
view. 


The court said that a transit company 
desiring a rate increase must apply to the 
city council for a new rate and must in- 
voke the rate-fixing powers of the city be- 
fore it may resort to courts. It concluded 
that the record justified the finding of the 
trial court to the effect that the company 
had not exhausted its legal remedies be- 
fore the city council before appealing to 
the courts for an increase in rates. 

The court also noted that where a com- 
pany appears before the city council solely 
for the purpose of opposing the lowering 
of its rates it may not thereafter go into 
court and contend that the city should have 
set aside its old rate and granted a higher 
rate. San Antonio Transit Co. v. City of 
San Antonio et al. 323 SW2d 272. 


Commission Refuses to Implement Statute Prescribing 
Sanitary Water Facilities for Employees 
A STATUTE enacted by the Illinois legis- 


lature in 1957 provides that railroad 
employees shall be provided by their em- 
ployer with an adequate supply of safe, 
clean water satisfactory for drinking pur- 
poses dispensed in a sanitary manner. That 
provision is under the Criminal Code and 
there is a section providing penalties for 
violation of the law. The Illinois commis- 
sion has rejected a petition by the Brother- 
hood of Railroad Trainmen requesting 
that it hold hearings and issue a general 
order requiring railroads to supply ade- 
quate, safe, and clean drinking water and 
sanitary drinking water facilities for em- 
ployees working in and near cabooses. 
The petitioner pointed to the general 
powers of the commission to adopt rules 
relative to the exercise of its authority and 
to specific statutory provisions regarding 
the safety and health of employees and the 
public. The commission is given specific 
power after a hearing, either upon its own 
motion or upon complaint, by general or 
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special orders, rules, or regulations or 
otherwise, to require every public utility 
to maintain its property in such manner 
as to promote and safeguard the health 
and safety of employees, passengers, cus- 
tomers, and the public. 


Statutory Provisions Are Sufficiently 
Detailed 


The commission said that the matter 
must be decided against the petitioner 
upon the practicalities of the situation. 
The commission raised the question 
whether, assuming the commission retains 
jurisdiction to enter such an order, it 
could enter a general order any more de- 
tailed than the statute itself. There are 
more than 20 railroads in Illinois, and any 
general order issued by the commission 
would have to be applicable to all railroads, 
or certainly all railroads within a certain 
class. Operating conditions are different 
not only upon different railroads but may 
be different as to various localities on the 
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same railroad. What might constitute an 
adequate supply of water at one location 
or locality may differ with regard to an- 
other locality. There are also factors re- 
lating to the number of employees and 
temperature. 

The commission said there are numer- 
ous ways for water to be dispensed in a 
sanitary manner and it would “seem inept 
for the commission to prescribe any par- 
ticular method for dispensing water.” Nor 
did the commission think that it could 
more aptly decribe the type of water which 
should be furnished any better than the 
legislature, which had already stated it as 
“safe, clean water, satisfactory for drink- 
ing purposes.”’ Certainly the commission 
should not be called upon to require the 
railroads to furnish water of a certain 
chemical and mineral content. Besides, 
safe water for drinking purposes is a mat- 
ter for the Department of Public Health 
which is “more qualified in that particular 
field than the commission.” 

Another consideration taken into ac- 
count was that the original law was passed 
in 1945 and the legislature in 1957 mere- 
ly added the clause “or while working in 
or near a caboose on a train.” The fact 
that the statute had been in effect for more 
than ten years without the necessity of a 
general order as to what constitutes an 
adequate supply of safe, clean water, satis- 
factory for drinking purposes, was indica- 
tive that it was in itself as detailed as a 
general order on sanitary drinking water 


could be. 
Action under Other Laws 


It was further noted that there were 
separate statutes made a part of the Rail- 
road Act which pertained to particular 
items of safety, with the like requirement 
that the commission should enforce the 
statute. One statute dealt with the mini- 
mum requirements of caboose construc- 


tion and provided for fines in case of 
violations. Another statute provides that 
the operator of a railroad should not per- 
mit any railroad car to be dispatched for 
the transportation of persons “unless such 
car is in a clean and sanitary condition and 
free from cockroaches, body lice, bedbugs, 
and other vermin,” with further penalty 
provisions for violation and a provision 
that the commission shall enforce the act 
and make inspections. The commission 
noted that no general orders had been is- 
sued implementing either of these statutes 
although their enforcement was placed in 
the hands of the commission. 

Only once in thirty years had the com- 
mission implemented a statute where a par- 
ticular health or safety matter had been 
specified by the legislature. This was a 
statute requiring railroads to have first- 
aid kits on all cars “containing the articles 
prescribed” by the commission. The com- 
mission had held hearings and issued a 
general order setting out what the con- 
tents of the kit should be. The commission 
said, however, that with respect to other 
details of maintenance, size, location, and 
quality of the kit package the general order 
stated that these elements should be rea- 
sonably determined by the railroads. Con- 
sequently, the commission found that the 
statute itself was as explicit and as com- 
plete a general order on sanitary drinking 
water as the commission itself would en- 
act under the general welfare and safety 
provisions of the Illinois Public Utilities 
Act. 


Question of Criminal Penalties 


The commission felt that there were 
serious substantial legal objections to the 
issuance of any general order. The legis- 
lature had set up general standards and 
had provided for a penalty. If the com- 
mission should attempt to pass a general 
order setting up specific details, such order 
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would be pursuant to its general powers. 

Assume further that one of the railroads 
failed to comply with one or more of the 
detailed specifications. Then the question 
would arise as to whether the violation of 
a provision of the order would be under 
the Criminal Code or would be under a 
séction of the Public Utilities Act provid- 
ing a very much higher penalty. 

Another serious question arises about 


the right to a jury determination of a 
violation of a criminal statute. If the com- 
mission should pass a general order on the 
matter, the commission would be denying 
the railroad the right to have those ques- 
tions determined by a jury in the light of 
the actual facts and circumstances in- 
volved at the particular time that a viola- 
tion was claimed. Re Brotherhood of Rail- 
road Trainmen, No. 45081, June 3, 1959. 





Other Recent Rulings 


Security Issue. The Wisconsin com- 
mission granted authority to a gas com- 
pany to issue $300,000 principal amount 
of 54 per cent first mortgage bonds for 
the purpose of securing funds with which 
to pay for additions to plant in service 
and to pay and retire short-term notes in- 
curred in temporarily financing additions 
to plant where the financial condition, 
plan of operation, and proposed under- 
takings of the company were such as to 
afford reasonable protection to the pur- 
chasers of the securities to be issued and 
the terms, conditions, or requirements 
specified in the certificate were reasonably 
necessary to protect the public interest. 
Re Wisconsin Fuel & Light Co. 2-SB- 
758, May 12, 1959. 


Common Stock Issue. The Wisconsin 
commission authorized a telephone com- 
pany to issue $17,000 par value of com- 
mon stock for the purpose of paying and 
retiring $17,000 principal amount of ac- 
counts payable where outstanding com- 
mon stock was presently owned by the 
president and his family and at least 
$17,000 of the accounts payable were pay- 
able to the president, who had agreed to 
accept that amount par value of common 
stock in settlement of that debt and had 
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further agreed to forgive a sufficient 
amount of the balance in accounts payable 
to eliminate the deficit, which would sub- 
stantially reduce the general obligations 
of the company and improve the stock 
equity. Re Cazenovia Teleph. Co. 2-SB- 
759, May 12, 1959. 


Certificate Transfer. The Massachu- 
setts commission ordered the director of 
tke commercial motor vehicle division 
to approve the transfer and assignment 
of a regular route common carrier cer- 
tificate and an irregular route common 
carrier certificate where the evidence 
showed that the transfer was a bona fide 
sale of a going business. Re Andrews & 
Pierce, Inc. DPU 12788, May 12, 1959. 


Telephone Company Return. The Wis- 
consin commission denied a telephone 
company’s application for increased rates 
which would have produced a return of 
20.6 per cent on the net book value rate 
base, but authorized the company to in- 
crease rates so as to produce a return of 
6.5 per cent. Re Strum Teleph. Co. 2-U- 
5156, May 12, 1959. 


Transit Fares. The Massachusetts com- 
mission approved a transit company’s 
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application for increased fares where the 
need for additional revenues had been 
established and the increased fares would 
result in an operating ratio of over 99 
per cent, which could not be termed a 
safe margin. Re Union Street R. Co. 
DPU 12851, May 19, 1959. 


Return Determination. The Tennessee 
commission said that a fair rate of return 
is not a matter of exact mathematical 
calculation, but is to be determined in the 
light of the financial conditions found to 
exist in the market at the time of the 
investigation. Re City Water Co. of 
Chattanooga, Docket No. U-4187, May 
19, 1959. 


Condemnation of Indian Lands. The 
federal appeals court held that a privately 
owned public utility could condemn lands 
allotted in severalty to Indians, under a 
general statute expressly authorizing the 
condemnation of such lands for public 
purposes, and that it need not be shown 
that such condemnation would be in the 
best interests of the allottee. Nicodemus 
et al. v. Washington Water Power Co. et 
al. 264 F2d 614. 


Paid Withdrawal of TV Applicant. In 
reversing and remanding a Federal Com- 
munications Commission order granting 
a television permit in a comparative con- 
test, the U. S. appeals court held that 
there was no sufficient showing of the na- 
ture of the consideration paid by the suc- 
cessful applicant in connection with the 
withdrawal of the unsuccessful applicant. 
Enterprise Co. v. Federal Communications 
Commission, 265 F2d 103. 


No Appeal by Association. An attempt 
by an unincorporated associaiton of prop- 
erty owners to appeal from a commission 
order authorizing city waterworks bonds 


was dismissed by the Indiana appellate 
court on the ground that the association 
had no right as an entity to appeal. La- 
fayette Chapter of Property Owners Asso. 
v. City of Lafayette et al. 157 NE2d 287. 


Wellhead Pricing of Gas. The Kansas 
supreme court indicated that it under- 
stood the U. S. Supreme Court to have 
held that the state of Kansas had no juris- 
diction on January 1, 1954, to regulate 
the price of gas at the wellhead since that 
price would affect interstate commerce 
and the jurisdiction of the Federal Power 
Commission, even though the federal com- 
mission had not at that time taken juris- 
diction over such pricing. Cities Service 
Gas Co. v. Kansas State Corp. Commis- 
sion et al. 337 P2d 640. 


Constitutional Railroad Depot. The 
Mississippi supreme court ruled that a rail- 
road’s proposal to provide an agency sta- 
tion at a county seat for four months dur- 
ing the cotton season and a prepay station 
during the other eight months of the year 
would not comply with a provision of the 
state Constitution requiring railroads to 
maintain depots in county seats. Town of 
Sumner v. Illinois C. R. Co. et al. 111 
So2d 230. 


Waiver of Higher Rate. The Wash- 
ington supreme court held that a motor 
carrier cannot waive its right to collect 
a higher rate where an improper rate has 
been charged. Hendricks v. Wilder Con- 
struction Co., Inc. et al. 338 P2d 754. 


Telephone Financing and Rates. In 
separate orders, the Georgia commission 
authorized Dixie Telephone Company to 
finance the purchase of small telephone 
companies and the conversion of equip- 
ment to dial operation by borrowing from 
the Rural Electrification Administration 


JULY 16, 1959 





PUBLIC UTILITIES FORTNIGHTLY 


and issuing common stock ; new rates were 
approved to become effective upon com- 
pletion of the improvements. Re Dixie 
Teleph. Co. File No. 19562, Docket Nos. 
1428-U, 1429-U, May 5, 1959. 


Borrowing and Rates Authorized. The 
Georgia commission authorized Georgia 
Telephone Corporation to borrow a sub- 
stantial sum from Stromberg-Carlson 
Corporation and to issue stock to finance 
the acquisition of several small companies 
and convert to dial operation; in a sepa- 
rate order the commission also authorized 
new rates to afford additional revenues 
needed to support the investment. Ke 
Georgia Teleph. Corp. File No. 19607, 
Docket Nos. 1443-U, 1444-U, May 5, 
1959. 


Telephone Bond Issue. The Georgia 
commission approved a substantial issue 
of 25-year, 54 per cent first mortgage 
bonds to be sold to institutional investors 
by a telephone company requiring funds 
to pay off short-term bank loans used for 
plant expansion and improvements. Ke 
Western Carolina Teleph. Co., Inc. File 
No. 19415, May 20, 1959. 


Water Rate of Return. In authorizing 
a substantial rate increase for the Morris 
Water Company, the Pennsylvania com- 
mission allowed a rate of return of 5.92 
per cent on a fair value rate base. Penn- 
sylvania Pub. Utility Commission v. Mor- 
ris Water Co. C. 17004, C. 17008, May 
25, 1959. 


Cash Working Capital. In approving 
increased rates for a water company, the 
Pennsylvania commission allowed cash 
working capital based on an average net 
lag of fifty-eight days, reduced by the av- 


erage balance in accrued taxes. Pennsyl- 
vania Pub. Utility Commission et al. v. 
Citizens Water Service Co. C. 17003 et al. 
May 25, 1959. 


Debenture Issue. The Alabama com- 


‘mission authorized a gas company to sell 


to an institutional investor a substantial 
issue of its 20-year, 54 per cent debentures 
in order to obtain funds to retire bank 
loans and to pay for plant expansion and 
improvements. Re Mobile Gas Service 
Corp. Docket 14706, June 1, 1959. 


Unsecured Note Issue. Upon repre- 
sentations that the terms were the best 
obtainable, the Connecticut commission 
approved the petition of a gas company 
to borrow $840,000 from a bank, for con- 
struction purposes, on an unsecured 44 
per cent promissory note payable in four 
annual instalments. Re Hartford Gas Co. 
Docket No. 9789, June 1, 1959. 


Reduced Rate Discriminatory. The 
Wisconsin commission held that a tele- 
phone company’s proposal to offer a re- 
duced rate to churches or parsonages was 
discriminatory and contrary to its policy. 
Re Cream Valley Teleph. Co. 2-U-5143 
June 1, 1959. 


Extended Area Service Discriminatory. 
The Wisconsin commission held that con- 
tinuation of extended area service between 
two exchanges after one had converted to 
dial operation was unreasonable and un- 
justly discriminatory in that the cost of 
such service would not be equitably appor- 
tioned to the customers using it, but would 
be borne by all customers irrespective of 
whether or not they used the service. Re 
General Teleph. Co. of Wisconsin et al. 
2-U-5147, June 2, 1959. 
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P. Tel. to Spend $3,000,000 
In Nation's Capital 


RLY $3,000,000 was appropri- 
v the fsoard of Directors of The 
peake and Potomac Telephone 
any recently for plant additions 
mprovements in the Distict of 
abia. 
is appropriation, totaling $2,- 
), according to H. Holmes 
|, vice president in charge of the 
ington Company, will be used 
ovide additional long distance 
ment in the Downtown Wire 
r; additional cable facilities in 
xeorgetown area; relocation of 
le plant in connection with high- 
vork along Benning Road, and a 
ber of other projects required to 
the continuing demand for tele- 
» service. 
the end of June there were 608,- 
¢lephones in the District of Co- 
ia as compared with 582,113 for 
ame month last year. 


thern California Edison to 
tall Computer-Automated 
Power Generating Units 


wor! l’s most advanced compu- 
vied steam-electric power 

‘ units are scheduled to be 

by Southern California 
cnpany late in 1960 at its 

| Beach generating station, 

) a recent announcement. 
v-cross-compound steam 
e-ge.crator units—Numbers 3 
'! be added to the existing 
sting overall capacity to 

. The computer-controlled 
biie-generator systems will 
wd by the General Elec- 
ompaity which is also supplying 
bt the two new generating units. 
General Electric steam turbine- 
ator, ordered several months ago 
cheduled for delivery early in 


wili be rated 210,000 kw. 
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Bechtel Corporation is the consult- 
ing engineer for the power company’s 
major expansion project. 

General Electric’s advanced compu- 
ter control system will provide data 
logging and alarm functions, make 
continuous performance calculations, 
and maintain constant control over the 
two new generating units. 


Spurgeon Joins Anderson Electric 


SAMUEL J. SPURGEON has been 
named manager of the Utility engi- 
neering Division and Laboratories at 
Anderson Electric Corporation, Bir- 
mingham, Alabama, it is announced 
by John H. Schuler, vice president 
and general manager. 

Prior to joining Anderson, Mr. 
Spurgeon for several years was a con- 
sulting engineer in Birmingham and 
the operator of a sales agency spe- 
cializing in equipment for utilities, 
manufacturers, and government 
agencies. During this time he con- 
ducted a series of nation-wide surveys 
on changing product trends in the 
electrical industry and also aided 
a number of manufacturers in reor- 
ganizing and modernizing their pro- 
duction and sales facilities. For 21 
years Mr. Spurgeon was associated 
in various executive capacities with 
Alabama Power Comany. 


Electro-Motive Announces 
Personnel and Organizational 
Changes 


A SERIES of organizational and 
personnel changes were announced re- 
cently by Victor E. Rennix, general 
sales manager of Electro-Motive Divi- 
sion of General Motors at La Grange, 
Ill. The appointments, reflect the ex- 
panding activity of Electro-Motive in 
the electric utility field, Mr. Rennix 
pointed out. 

In the Eastern Region, R. B. John- 
stone, former regional sales engineer 


has been promoted to manager utility 
equipment sales. J. P. Greenip former 
regional sales engineer in the St. 
Louis region has been transferred and 
promoted to district manager—utility 
district. In addition, J. G. Cronin 
and M. C. Warren former district 
sales managers are now district man- 
agers—utility district. 

In the Chicago region, F. E. Von 
Ohlen, former district sales manager 
has been promoted to manager utiltity 
equipment sales. H. E. Mann former 
regional sales engineer and D. R. 
Eichler former industrial sales engi- 
neer are promoted to district man- 
agers—utility district. 

In the St. Louis region, G. C. Mul- 
ick, former export sales engineer and 
A. M. Hazell, Jr., petroleum sales 
engineer, have been appointed district 
managers—utility district. 


Bendix Computer Offers 
Data Sheet 


THE Bendix Paper Tape Reader 
(Model PR-2) is described in an 
illustrated data sheet. Used in combi- 
nation with the Bendix G-15 general 
urpose digital computer, the photo- 
electric reader accepts paper tapes 
punched in any numeric code. Request 
copies from Bendix Computer Divi- 
sion, 5630 Arbor Vita Street, Los 
Angeles 45, California. 


Bus-Enclosed Switch Ends Space 
Problem; Needs No Extra Room 


A HIGH-VOLTAGE switch that is 
completely enclosed in a section of 
isolated phase bus—and thus takes up 
no extra room — is a space-saving 
new development of I-T-E Circuit 
Breaker Company, Philadelphia. 
Designed for use with runs of iso- 
lated phase bus—heavy conductor in 
cylindrical housings used to carry 
high power at generating and switch- 
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*Pole-setting attachment optional. 


ARMY REPORT ON JAQUES KJ-254** 


“There was a performance test on Pilot 
Model (Jaques Earth Auger), Model KJ-254, 
built by Texoma Enterprises, Inc. This test 
performed in accordance with Military 
Specification Mil-A-516B, paragraph 3.9 
through 3.9.2. 

“This test was performed in sandy, gravelly, 
red clay, hard and dry to blue silty clay 
at bottom of hole. Average time per hole 
for 25 consecutive holes was 78 seconds. 
Average depth of holes was 67.2 inches. 
Machine functioned at normal temperature.” 


**JAQUES newly developed Model TJ-254 
is 2'/2-TIMES FASTER than Model KJ-254! 


2. 


Br JAQUES EaRTH aucers 
mi EN ROUTE To 
U.S. NAVY 





WHY BUY JAQUES? 


JAQUES Augers have finger-tip, feather- 
touch controls...only 3 primary ad- 
justments for easy, simple operation 
..- Mount on standard trucks... 
JAQUES drill holes up to 60” diameter 
...up to 25’ deep in toughest soil... 
even in rock... FASTER, CHEAPER... 


. JAQUES have fewer moving parts for 


longer life...lower maintenance and 
operation costs... less “down time’... 


. JAQUES dig holes up to 45° angle, 


either side of truck... Patented pres- 
sure control takes strain off all parts 
when rock drilling... 

FIRST Jaques built 29 years ago is 


STILL IN OPERATION! 
EXOMA oy 
ENTERPRISES, Inc. 


Manufocturers of JAQUES Earth Augers 
HIGHWAY 75 NORTH, SHERMAN, TEXAS 


§ CG Send me FREE detailed literature. 


C0 Have representative call. No obligation. 
AME 
Brine 
B Appress 
gcity. 
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ing stations —the unique metal-en- 
closed high-voltage switch is expected 
to be a boon to many electric utilities 
needing to expand in their present 
crowded metropolitan locations. 

With the new switches, metal-en- 
closed switching stations can be built 
on as little as one-half the space re- 
quired for open switchyards, Space 
savings of as much as 4000 square 
feet are possible for typical stations. 

Also, these metal-enclosed stations 
can be built vertically up into pre- 
viously unused space, rather than 
horizontally — the requirement for 
open stations—into expensive, hard- 
to-find property. 

All of the switching mechanism is 
contained within the bus housing and 
telescoping blade action eliminates the 
need for any extra space for blade 
storage. Therefore, no additional 
lengths of bus are required when the 
switch is added to a standard run. 

In addition, the completely metal- 
enclosed equipment guarantees maxi- 
mum reliability, limits faults to phase- 
to-ground types and assures that no 
live parts are exposed which would 
constitute a safety hazard to person- 
nel. 

The switches were developed by the 
Greensburg Division of I-T-F under 
its continuing program of product 
development for the electric utility 
field. 

The ratings for which these 
switches can be built range in voltage 
from 69 through 230 kv, and in cur- 
rent to 2000 amperes. Switch diam- 
eter for any rating would be the same 
as that of the standard size isolated 
phase bus for the voltage carried. 

Further information, specifications 
and application information may be 
obtained by inquiry to I-T-F Circuit 
3reaker Company, 1900 Hamilton 
St., Philadelphia 30, Pa. 


Armstrong Heads Computer 
Sales for Honeywell 


THOMAS H. ARMSTRONG has 
been named president in charge of 
marketing for Minneapolis-Honey- 
well’s Datamatic Division in Boston, 
it was announced recently by Paul 
Wishart, president of M-H. 

Mr. Armstrong assumes direction 
of an expanded nationwide sales and 
service force to support the division’s 
new, transistorized Honeywell 800 
computer service. His direction of 
sales activities will include sales engi- 
neering, methods and systems sup- 
port, automatic programming services, 
customer training, merchandising, ad- 


vertising and market platining, 
work of newly established pp, 
sales offices in New York, Washi 
ton, Chicago, and Los Angeles as 
as central sales headquart:rs jp J 
ton will be under Mr. Arinstrop 

His experience in the business q 
processing field spans 20 \ ears in 
sales and administrative posts 
International Business Machine Cy 
Underwood Corp. and Ri::dio Cg 
ration of America. 

Gavin S. Younkin, vice 
Honeywell, who served an inte 
term as marketing director oj 
Datamatic Division, is r-turning 
Minneapolis to resume ducies asg 
eral sales manager of the parent ¢ 
pany, 


Delta-Star First to Catalog 
400 Kv Switches 


DELTA-STAR ELECTRIC D 
SION, H. K. Porter Company, | 
is the first in the field of extra k 
voltage to list a 400 Kv. vertical-br 
air switch, Type “MK-40,” asa sta 
ard product in the outdoor switchs 
tion of its new catalog, according 
a company announcement. 

Having built America’s first « 
mercially manufactured 150 three, 
345 Kv. air switches and the first 
Ky. substation in Illinois, Delta-9 
has recently contracted to build| 
three largest generator buses (1I| 
amperes) ever made, and has int 
duced a new line of corona-free « 
nectors for voltages above 161 Ky, 
well as the new 400 Kv. switch cd 
log listing. 


Union Electric Expands 
Microwave with G-E Syste 


ONE of the nation’s largest uti 
users of microwave communica 
Union Electric Company, is instal 
General Electric 2 KMC equipm 
for a new 170-mile route run 
from the firm’s St. Louis headg 
ters to the company’s Viele sub 
tion near Fort Madison, lowa. 
The installation represents as 
able addition to Union Flectric’s| 
isting communications system. lt 
be used for voice functions, telemt 
ing, supervisory control and te 
control of existing VHF !)ise stati 
General Electric’s 
Products Department, 
Va., will supply seven microwates 
tions for the new link, which will 
as a relay for communications # 
ties at St. Louis and Louisiana,’ 
and Keokuk, Ia. 
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with the number and type of new 
plants locating in our area. They rep- 
resent a growing diversity of Caro- 
linas industries which supplement a 
traditionally strong agricultural econ- 
omy. 


dlarining, 
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Ebasco Appointment 

yN \\. FALLS, management 
iltant, now associated with 
co Ser-ices Incorporated, in the 
Francisco office of the manage- 


1S 


AAT Strong : : : 2 1 = 

consu!'ing, engineering and con- ; af ; 
business don fm. it waS announced re- Mr. Stewart said that during the 
0 \ ears in 11. H. Scaff. Ebasco vice first six months of the year industries 
7e posts os . have announced plans for expendi- 
e posts y =e 
Lachine Cy to joining Ebasco Services, tures of $44,095,200 for new and ex- 


panded plants, to create 5,716 new 
jobs and additional payrolls of $17,- 
616,000 annually. 

“This is almost exactly in line with 
industrial growth for the same period 


dio Ca istant to the president of D. 
| Company, a Venezuelan 
representing all of General 


mics Corporation’s Venezuelan 


€ oresiden 
d an inte 


rector of flfties. iefore becoming associated e ) ‘ 
returninglg the South American firm, Mr. 4 yeaT ago, he ge Industrial nol 
duiies as@Mk was director of marketing re- Pamsion for the 12 months of 1958 


reached $66,803,000, creating 9,083 
new jobs and $27,361,340 in new 
payrolls. 


e parent ch for |’orbes Research, Inc., 


)-Kvar Capacitors Installed 


New plants and expansions have 
nderground ; , 
— U g ; : run neck and neck this year, with 38 
ste EWLY designed General Elec- of each announced in CP&L’s area. 


capacitor equipment with 100- 
ar units is being installed under- 
nd to furnish kilovars to the 
xdelphia = Electric +» Company’s 
volt overhead distribution sys- 
This unusual application repre- 
the largest individual order yet 
bd for 100-Kvar units. 
e underground location was 
en to save space on Philadelphia 
tric’s power poles; 100-Kvar ca- 
ors were chosen to eliminate in- 
nection of units. 
he capacitors are of unusual de- 
| long and low, with terminals 
be ends instead of on top. Three 
Kvar, 2400-volt units, one for 
phase. are wye-connected and as- 
led at the factory to make a 4160- 
300 Kvar equipment. The units 
iounted on a heavy-gauge alumi- 
rack. 
) assure freedom from mainte- 
capacitors have cases of 
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West Penn Power Places Second 
Armstrong Station Unit 
In Operation 


THE second of two giant generating 
units at West Penn Power Company’s 
new Armstrong station, 10 miles 
north of Kittanning along the west 
bank of the Allegheny river, began 
producing electricity June 16th. 

Early operation of the unit, which 
should be capable of about 165,000 
kilowatts, is at a lower level of gen- 
eration until the turbine generator and 
auxiliary equipment are functioning 
perfectly. 

The station’s first turbo generator 
was placed in service in April 1958, 
and since then has been helping sup- 
ply the increasing demands of West 
Penn’s industrial, commercial, and 
residential customers in Western and 
North Central Pennsylvania. 


pands 
E Syste 


irgest util oil al Bias nr 

Cae : with precision-welded, ; : z, vais 
rmunicat i filled a aes mane Construction of the $50 million 
cone illed stainless steel termi- d , , os 

is instal ie ‘Line. Denei. project was begun in April 1956. Its 
oe ee wer the bushings. Provi- total cosebility of about 342.000 ‘al 

- equipa ‘ine connection consists of a Ol! Capadulity Of about v4, van 
ute run “ied wi te .. watts makes Armstrong the second 
is headqu keel rougnt out largest of the eight power stations 
1S head 1ermetically-sealed joint in ““18° <i i ; 


which supply more than 378,000 cus- 

tomers served by West Penn. 
Completion of the new station 

means that West Penn Power’s gen- 


iele sub: 
lowa. 


(| box on each unit. A con- 
-upplied on the rack to en- 


sents as ility to connect the neutral 


‘lectric’s§ pment to system ground. : Pi dod 

stem, It! erating facilities can now supply as 

< telenefme4 Million Industrial Growth much as 1,280,000 kilowatts of elec- 
ind Te in CP&L's Area tricity. This includes reserve that will 


provide for future growth in the area 


ise stati 
the utility serves. 


OW iNG diversification” is high- 


wmuniiilied by Carolina Power & Li 
y C a Power & Light : i 
~ynchbilimr ae ree arene Along with Armstrong station, 
~ync y ‘a a report on industrial Wiest ‘Tanai ten Seth canard wand 
crowaved in its area for the first half : “i nits emt 


transmission lines to increase the sup- 
ply of electric power and improve de- 
pendability of service to customers. 
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WHY ALL THE 
DIGGING? 


Chuck Bradley 
Osmose 
Pole Inspector 


That was ihe question 
asked by a fellow last week 
who was passing by one of 
our jobs. He couldn’t see ihe 
logic in moving around all that 
dirt and stone to get to our 
job of inspecting and treating 
the groundline area of an 
o'der pole. 


Our foreman had a good 
answer, though. ‘‘There are 
shortcuts for about everything 
else,”’ he said, ‘‘but when it 
comes to inspecting poles, 
there's just one way to actually 
see what you're doing—and 
that means digging first!’ And 
you know,—I agree one hun- 
dred percent! Only by digging 
first, can we remove decay, 
check remaining strength 
against load and apply our 
preservative — Osmoplastic— 
to kill the fungus that causes 
decay. 


If keeping older poles in place 
is one of your problems—let us 
explain our proven method. 


Chuck Bradley 


Chaneal 


WOOD PRESERVING CO. 
OF AMERICA, INC. 





978 Ellicott St., Buffalo 9, N.Y. 
ELmwood 5905 
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The new Washington office of 


Commonwealth 


SERVICES INC. 


is at 1612 K Street, N.W. 
Telephone: STerling 3-3363 


You are invited to visit this office, in 
the new City Bank Building. Here our 
staff is available to assist you with your 


Washington affairs, including: 


F.P.C., S.E.C. and other regulatory 
matters. 


Economic feasibility reports to 
support financing. 


Rate studies and analyses. 


Expert testimony. 


In serving Ralph S. Orme, 
Robert W. Chapin and Peter C. Townsend 


of our Washington staff are reinforced by 


clients, 


over 750 people in our national organ- 
ization of management consultants and 
which 
Commonwealth Associates Inc. of Jack- 


engineers, includes our affiliate, 


son, Michigan. 


Other Commonwealth offices: 


JACKSON, MICHIGAN 


209 East Washington Avenue 
STate 4-6111 


NEW YORK 22, N.Y. 


300 Park Avenue 
MUrray Hill 8-1800 


HOUSTON 2, TEXAS 


M & M Building 
1 Main Street 


CApital 2-9171 
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Service to 266,000 Persons Provided i; 
Fiscal 1959 REA Loans 







il-H 

























Pip 

LOANS approved by the Rural Electrification Aig Col 
istration during fiscal year 1959 will provide ney ME ~. 
improved telephone service to an estimated 17}jj ond 
subscribers, the U. S. Department of Agriculture, Li 
nounced recently. . 
Loans also will finance 20,745 miles of electric nfl oad 


and other facilities to provide initial ceniral staf 
electric service to more than 95,000 rural consui 

Since the start of REA’s electric progrzm in 19 
according to an REA release of July Ist, loans to Io 
organizations have helped provide electricity to millig 
of rural people. When the construction pvovided § 
in the 1959 loans is complete, the number 07 consung 
to have benefitted from the program will st:nd at 
to 5.2 million. Most electric loans have been mak 
rural electric cooperatives. REA electrificat'on borg 
ers now serve slightly more than half of ail electri 
farms in the United States. 

In the much newer telephone program, which began 
1949, total loans approved to date involve near | 
million rural subscribers, many of whom are receitj 
their first telephone service as a result. 
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Helicopter Purchased to Expedite Pole 
Installations 









THE Puerto Rico Water Resources Authority 
purchased a Sikorsky S-58 helicopter for use in poy 
line construction throughout the island, it was: 
nounced recently by Sikorsky Aircraft, division 






































cai : . an . : heal fo 
United Aircraft Corp. The helicopter is expected HH. coq, 
prove especially effective in Puerto Rico's rena, ap 


mountainous areas. 
This is the first time a helicopter has been sold 
such work, a Sikorsky spokesman said, although 


e stoi 
here t 





eral similar projects have been carried out successitl cre 
on an experimental basis or under contract arta Data.’ 
—. - | co. aefmubbell 
[he Puerto Rico agency will use the S-58 as a tit 0m 
crane to carry huge power poles to construction si ‘ — 
and lower them into pre-dug holes. It also will tag — 
port crossarms and related hardware and fly gro 
crews in and out each day. The S-58 is an all-purp as Inc 
transport, and it will be operated for the Water @@ostec 
sources Authority by Petroleum Helicopters of Lig 
ette, La., the largest commercial helicopter operatit! ra 





the United States. b.! aati 
Rafael R. Ramirez, head of the Power Divisio! : 
the Water Resources Authority, told a recent ugg’ ™ 





electrification seminar that the cost of setting a)! s Ass 
by conventional methods on a Puerto Rico transi Total 
sion line is about $450. With the helicopter, Mr. Rag Per 

ecting 


rez said, the poles can be erected for approximél 













$130 apiece, including the expense of digging the higjjin in i 
One of the major economies in both time and moiggesct a : 
is the elimination of the need to build cost'y roasiqfifd com: 
trucking poles, construction equipment and men to! wei 










right of way. 

The decision by the Water Resources “uthortl! 
purchase the helicopter was made after a recent é 
onstration in Puerto Rico in which the S-58 st 
poles, carried in 100 sets of crossarms, an‘! pulled 
old poles out of the ground so they could be repli 
by new poles. 
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‘Hubbell Introduces Positive 
Pipe Identification System 
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CODE'? tape integrated with pipe 
ating al wrapping for positive 
ontiicat' on is being introduced by 
W-Hubi<il & Company, Cleveland, 
hio, apj’icators of engineered coat- 
lo and \. rapping for steel pipe. 

The w identification system, 
led Deia-Tape, incorporates a kraft 
per tape which is stamped at two- 
t intervals with coded intelligence. 
e cod: tells the pipe’s manufac- 
rer, its wall thickness, chemistry 
d type of manufacture (seamless, 
ntinuous weld, etc.). The tape is 
iral-wrapped around the pipe over 
e last protective coating or wrapper 
pplication. It is then covered with 
e kraft paper found on all Hill- 
ubbell coated-and-wrapped pipe. 
To combat that problem, the full 
igth of the pipe is spiral-wrapped 
th Data-Tape. The tape is applied 
the pipe in one, continuous, mecha- 
zed procedure which is integrated 
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Pole th the coating-and-wrapping opera- 
nat the mill. To identify a pipe 
hority ee ely tears back the kraft wrap- 
.- ger far «nough to uncover a code 
“1 Pirking on the tape. Because of the 
Thee iral application of the tape, each 
ul peal foot of pipe will carry at least 
‘ge code marking. The identification 
S Te durable enough to withstand indefi- 
Je storage periods. The tape will 
n soll ifMfhere to the final protective coating 
ough “MM wrapper even when the kraft is re- 
a ved entirely. 
aes Data-Tape is available from Hill- 
“vil ibbell with any type of coating- 
tien d-wrapping specification at no ex- 
will trae COS" 
ly gro ' ; , 
[l-puogas Industry Sales During April 
a bosted by Heavy Industrial Use 
of Lage 
peratorl CREASED gas use by industrial 
stomers helped boost April sales of 
ivision (Me 84S lity and pipeline industry to 
ent ig” milion therms, the American 
ng a pies Assc-ciation reports. 
transtiff™m™ Total vas sales for the month were 
Mr. Rai per «ent higher than a year ago, 
oximlq@mectine the 20.3 per cent annual 
r the hag 1n i: lustrial consumption which 
nd mongmset a siight decrease in residential 
roads fif@md Comercial gas sales attributed to 
ren tolm™merally warming weather through- 


t most «f the nation. 






thority G.A. ulso reported that total gas 
vent (Mes for the year ending April 30 
8 set Mounted to 82,535 million therms. 
pulled MP's represents a 4.5 per cent increase 





ft the 78,975 million therms sold 
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during the previous 12-month period. 
Natural gas sales totaled 80,095 mil- 
lion therms, a year-to-year gain of 4.6 
per cent. 


May Shipments of Gas Furnaces 
Up 29.9 Per Cent 


MANUFACTURER shipments of 
gas-fired furnaces during May were 
29.9 per cent ahead of the total re- 
ported in the same month a year ago, 
the Gas Appliance Manufacturers As- 
sociated reports. 

Shipments of gas-fired boilers, 
meanwhile, held at the May 1958 level 
and conversion burner sales showed 
a 19.2 per cent decline. 

Edward R. Martin, GAMA direc- 
tor of marketing and statistics, said 
that 73,800 furnaces, including both 
forced warm air and gravity types, 
were dispatched during the month, 
compared to 56,800 units shipped in 
the same month of last year. Sales 
for the first five months of this year 
totaled 342,500 units, up 37.6 per cent 
from the 248,900 furnaces sold during 
the same period of 1958. 

Shipments of gas-fired boilers for 
May of both 1958 and 1959 totaled 
7,900 units. The five-month tally for 
the current year was 36,100 units, an 
increase of 15 per cent over the year- 
ago shipments. 

Conversion burners, used in adapt- 
ing existing heating equipment from 
other fuels to gas, accounted for 8,000 
sales during the month, compared to 
9,900 units sent to market in May a 
year ago. The five-month totals for 
this equipment were 33,900 units this 
year and 38,800 units last year, a drop 
of 12.6 per cenit. 

Combined shipments of these three 
major types of home central heating 
equipment totaled 89,700 units for the 
month and 412,500 units for the five- 
month period, adding up to increases 
of 20.2 and 29.3 per cent, respectively. 

Other types of residential gas heat- 
ing equipment also experienced 
marked sales increases during this 
period, Mr. Martin reported. 


Herbert T. Blood Joins 
Commonwealth Services Inc. 


HERBERT T. BLOOD, formerly 
insurance manager of Ormet Corpo- 
ration, has joined Commonwealth 
Services Inc. as an insurance consult- 
ant. He will make his headquarters in 
Commonwealth’s New York office at 
300 Park avenue, according to W. B. 
Tippy, president of the management 
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and engineering consulting firm. 

Mr. Blood will work with Com- 
monwealth clients on the development 
of new insurance programs and the 
analysis of existing programs from 
the standpoint of both coverage and 
economy. 

Prior to joining Ormet, he was vice 
president of Underwriters Mutual 
Agency Inc., Boston, Massachusetts, 
and earlier was insurance manager for 
Sylvania Electric Products Inc. 


Technical Paper on Wiring 
System Standards Offered 
By Rome Cable 


INFORMATIVE data on “Wiring 
and Wiring System Standards for In- 
dustrial Use” is now in bulletin form, 
available through salesmen of Rome 
Cable Corporation. 

R. C. Graham, chief engineer at 
Rome Cable, first presented the bulle- 
tin’s technical information to the 
Commercial and Industrial Wiring 
Conference of the Pacific Coast Elec- 
trical Association in Los Angeles. 

The paper features sections on au- 
tomation, conduit systems, troughs, 
trays, ladders, bus ducts and other 
new products and wiring methods, as 
well as illustrative table and‘a recent 
bibliography on the subject. 

When requesting this data, ask for 
Rome Technical Bulletin RCT-102. 








PUR. 
QUESTION SHEETS 


Best Way You Can Keep 
Informed on 
Utility Regulation: 


With the least possible expenditure of 
time, effort and money, utility executives, 
lawyers, accountants, engineers and 
others interested in any phase of public 
utility regulation can keep well informed 
through these brief, four-page leaflets 
issued every two weeks. 


They consist of 10 questions and 10 
authoritative answers based on current 
decisions revealing court and commission 
views pro and con. Annual subscription 
$10. 


Send your order to 
Public Utilities Reports, Inc., 
332 Pennsylvania Bldg. 
Washington 4, D. C. 



























































































®> A new and different approach to the educational needs of utility employees — cailed 
THE P.U.R. GUIDE—is now widely in use throughout the industry. Somewhat descriptiv «1 
the GUIDE is referred to as “a journey of understanding.” It takes the user through : 
economics of public utilities and through many other non-technical phases of utility 
eration. It was organized by and is issued under the general supervision of an experier 
staff of specialists. 


»> THE P.U.R. GUIDE program is a systematically and consecutively arranged serie; of 
weekly lessons, in pamphlet form, offering a simplified, progressive, step-by-step s‘ory 
about the nature of the utility business, its important place in the American economy, the 
present conditions under which it is conducted, its day-to-day cbjectives and responsibili- 
ties, the existing problems with which it is confronted and other current subjects arising 
in connection with organization, financing, management, operation and regulation. This pro- 
gram adds guidance to experience in the development of the company “management team.” 














Features of THE P.U.R. GUIDE 


50 issues of 8 pages (one each week) 




















Certificate of satisfactory completion 





Glossary of words and terms and complete index 
Ring binder embossed with enrollee’s name 
Leader’s Manual for group discussion 

Occasional reprints from Public Utilities Fortnightly 


Enrollments on company order only 


Comments about THE P.U.R. GUIDE 


Our Company is currently involved in several training programs, and I feel qualified to 
evaluate the information that you are sending out. I think this type of material is, without 
a doubt, the very best that could be obtained for key utility employees. 


Director of Personnel, Electric Company 


We feel that even those who have been in the utility in- THE P.U.R. GUIDE program is the best basic public 
dustry for many years can learn much by just reading the utility information series I have even encountered. 
material. ee Vice President, Gas Company 

District Manager, Electric Company 


. . . . — a hc E 

We all feet that this “information program for utility ig ae Gt a te Eee eee ae 

employees” is a program that is needed in the public your editors treat the various topics; second the sim- 
utility industry. ; I plicity in writing. 

Vice President, Gas Company Employment Supervisor, Gas ¢ompany 


I am sure that the total series of 50 will prove of ines- ; 
timable value to the utility industry. There is a definite need for such a type program in our 


industry. 


Vice President and General Manager, ‘ 
Training Assistant, Electric & Gas (-ompay 


Telephone Company 
Those in charge of employee education or training may obtain further information from: 


PUBLIC UTILITIES REPORTS, INC., Publishers 
332 Pennsylvania Building « Washington 4, D. ¢ 
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Commonwealth Edison 
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LEADING AMERICAN INDUSTRIES 
offer their employees the Payroll Savings Plan for U.S. Savings Bonds 


These are but a few of the leading firms which support the Savings CL) 
Bonds program with more payroll savers than ever before in peacetime. 








PREPARING FOR THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt., LL. B., LL. M. 


The satisfactory solution of the most expensive and difficult problem of Commission Regulatio;:— 
The Rate Case—depends very largely upon how well and how thoroughly the details of preparation 
have been given attention. “Preparing for the Utility ate 
Case” is a compilation of experiences taken from the reccrds 
of actual rate cases. It has required two years of resea:ch, 
study and analysis, conducted by Francis X. Welch, Editor 
of PUBLIC UTILITIES FORTNIGHTLY, with the aid and 


cooperation of selected experts, te complete this treatise 

The volume, being the first of its kind, should be found 
invaluable to utility executives, rate case personnel, 
atturneys, accountants, consultants, regulatory com. 
missions, rate case protestants, and, in fact, to all persons 
engaged in or having an interest in rate cases. 

Among the values of this compilation are the reviews of 
methods and procedures, which have been found helpful i: -- 


> simplifying and speeding up rate case 
groundwork 


& saving time and expense of companies. 
commissions and other parties 


© cutting down “lag losses” 


> aiding the consumer by making possihle 
faster plant and service improvements 


® increasing the confidence of investors 


—all of which are in the public interest. 


320 The volume does not offer a program of standardized 
Pages procedures for rate case preparation, but reviews the plain 
Price: $10 and practical methods that have been used. 


These chapter headings indicate the coverage: 


The Birth of the Utility Rate Case Completing the Rate Base; 
Public Relations and the Rate Case Working Capital 

The Birth of Utility Company Rate Opposition Operating Expenses 

The Grand Strategy of the Rate Case Operating Expenses, Continued— 
Selection and Function of the Attorney Annual Depreciation 


The Mechanics of Rate Case Preparation The Rate of Return 
Proof of the Rate Base Rate Adjustments—Allocations 


The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 


PUBLIC UTILITIES REPORTS, INC.. Publishers 
SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 
WASHINGTON 4, D. C. 








ONDUCT OF THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt., LL.B., LL. M. 


HIS i: the companion volume to “PREPARING FOR THE UTILITY RATE CASE.” It deals with 
those procedural matters which come after the preparatory stages of the rate case. It presents for the 


st time the practical problems of conducting the case— 


> filing the application 
® introducing the evidence 
®& examining the witnesses, etc. 


fact, it explains the time-saving and effective ways of making the 
p-by-step progress toward the rate decision, including information 
ncerning the requirements for appeal and review. 


Newhere in the literature of regulation will you find, in rela- 
ly small compass, a comparable exposition and guide. 


Here are the chapter headings: 


Assisting In The Rate Case Preparation 
The Formal Approach To The Rate Case 
The Attorney-Client Relationship 
Preparing The Petition or Application 
Preparing The Testimony 

Pariies—Rate Complaints—Investigations 
Negotiations Before Hearing—Prehearing Proceedings 
Setting and Opening The Hearing 
Examination In Chief 

Cross-Examination and Rebuttal 

Evidence in a Rate Case 


The Case for Complainants 
or Rate Increase Protestants 


The Expert Witness 


Moiions, Interlocutory Procedures, Arguments, Briefs 
znd Decisions 


Apyeal and Review 


“Conduct of the Utility Rate Case,” like its companion, is designed not only to aid both 


ate-cvse practitioners and regulatory authorities, but everyone who has responsibilities or duties in 


onneciion with a rate case. 


PUBLIC UTILITIES REPORTS, INC., Publishers 


SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 
WASHINGTON 4, D. C. 








PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








63 years of leadership in property valuation 
The AMERICAN APPRAISAL Company 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 














CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 














BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 


37 Wall Street 919 Eighteenth St., N.W. 
New York 5, N. Y. Washington 6, D. C. 


Rate Cases Management and Market Studies Rate of Return Analysis 
Cost of Service Determination Economic and Financial Reports 














SERVICES INC. Management and Business Consultants 
300 Park Ave., New York 22, N. Y., MUrray Hill 8-1800 


Common wealth 1 Main St., Houston 2, Texas, CApital 2-9171 


1612 K St., N.W., Washington 6, D. C., STerling 3-3363 


ASSOCIATES INC. Consulting and Design Engineers 
Commonwealth Building, Jackson, Mich., STate 4-6111 














DAY & ZIMMERMANN. INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 
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PROFESSIONAL DIRECTORY 


(continued) 


- Design 

- Engineering 

- Construction 
DRAKE & TOWNSEND 


Incorporated 
11 WEST 42ND STREET, NEW YORK 36, N. Y. 


LP-gas 
peak shaving 


EMPIRE GAS . aiktend-by 
ENGINEERING CO. plants tor 


+ municipalities 
P.O. Box 1738. + Industry 


, + design 
Atlanta 1. Georgia ‘ Boner 








Ford, Bacon & 
acuarlen SEngineers ooo" 


NEW YORK @® MONROE, LA. @ CHICAGO e@ LOS ANGELES 











FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems @ Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA 











Francisco & J AcoBUS 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


New YORK WESTBURY CLEVELAND TUCSON 











GIBBS & HILL, 1Nc. 


Consulting Engineers 


DESIGNERS ¢ CONSTRUCTORS 
Los Angeles NEW YORK Tampa 
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GILBERT ASSOCIATES, INC. 
GA ENGINEERS and CONSULTANTS 








525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON « NEW YORK 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 


Traffic Surveys—Fare Analyses 
55 Liberty Street New York 5, N. Y. 














Harza Engineering Company 
Consulting Fngineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 














HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE e COLUMBUS, OHIO 














INTERNATIONAL ENGINEERING COMPANY, INC. 


Design and Consulting Engineers 


Dams—Power Plants—Transmission Lines—Railroads—Highways 
Investigations—Reports—Plans and Specifications 
Cost Estimates—Supervision of Construction 


74 New Montgomery Street San Francisco 5, California 














JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
Michigan Thectre Building Ann Arbor, Michigan NOrmandy 8-7778 
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Spe huljian loyporalion 
2, Cee ae, oe ae ae 2 OWS TRUCTORS 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS CLASS COST ANALYSES ‘or Developing CLASS RATES seein 
ae OF RETURN and UNIT COSTS for use in municiear 
TELEPHONE RATE CASES AND MODERNIZATION of Rate Structures PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
17 BAYWATER DRIVE DARIEN, CONN. 














CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. s«- CHARLOTTE, N. C. 














Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND ¢ —“}s SPECIALISTS IN 
OPERATING ENGINEERS ACCOUNTING, FINANCING, RATES, 
PURCHASING \ [ INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 














SANDERSON & PORTER ENGINEERS 
DESIGN e CONSTRUCTION 


NEW YORK NEW YORK 














Sargent & Lundy 


ENGINEERS 


Steam and Electric Plants 
Utslitses—Industreals 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 
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STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return ¢ Valuations © Capital Costs 
Customer Surveys © Depreciation Studies 
Regional Economic Studies ® Property Records 


345 Hudson St. Watkins 4-6400 New York 14, N. Y. 











NEW YORK 
BOSTON 
CHICAGO 
PITTSBURGH 
HOUSTON 

SAN FRANCISCO 
LOS ANGELES 
SEATTLE 
TORONTO 


STONE «WEBSTER 


ENGINEERING CORPORATION 


DESIGN » CONSTRUCTION - REPORTS - APPRAISALS 
EXAMINATIONS + CONSULTING ENGINEERING 





The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














a * 
Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 

DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 

REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 

CONSTRUCTION COSTS 

1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 











EARL L. CARTER 


Consulting Engineer 


Ans 
Abrams roo" gba REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Topographic and Planimetric Maps Public Utility Valuations, Reports and 
Mosaics, Plans & Profiles for all Original Cost Studies 


Engineering work. . op ps é 
paces Cite. iidiien bit, 910 Electric Building Indianapolis, Ind. 




















BURNS & McDONNELL ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 


eee a for the GAS INDUSTRY 
KANSAS CITY, MO. CONSOLIDATED 


hiker ceiibiner ILPUTE 4 0414 oon 
Phone: DElmar 3-4375 327 So. LaSalle St., Chicago 4, UL. 
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PROFESSIONAL DIRECTORY 
(concluded) 





GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 


HARRISBURG, PENNSYLVANIA 





MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 














INTERNUCLEAR COMPANY 
Nuclear consultants, engineers, and 
designers 
Economics of Nuclear Power, Reactor 
Analysis and Design, Shielding, 
Special Applications 


Clayton 5 Missouri 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 














Jackson & Moreland, Inc. 
Jackson & Moreland International, Inc. 
Engineers and Consultants 
ELECTRICAL—MECHANICAL—STRUCTUBAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 
UTILITY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS—APPRAISALS—REPORTS 


MACHINE DESIGN—TECHNICAL PUBLICATIONS 
BOSTON NEW YORK 








A. S. SCHULMAN ELEctTric Co. 


Electrical Contracting Engineers 
founded 1890 
POWER STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE., CHICAGO, ILL. 
Los Angeles 




















PETER F. LOFTUS CORPORATION 
Design and Consulting Engineers 

Electrical * Mechanical ° Structural 
Civil * Nuclear ¢ Architectural 


FIRST NATIONAL BANK BUILDING 


%, ¥ 
*axsHE0 * 
Pittsburgh 22, Pennsylvania 





The R.W. STAFFORD CO. 
GAS CONSULTANTS — ENGINEERS 
CONSTRUCTORS 

Natural Gas Conversions 
Plant Management & Operations 
Accident & Insurance Investigations 
Peak Shaving & Standby Plants 
EVANSTON, ILLINOIS 
2944 Grant St. Phone UNiversity 4-6190 

















LUTZ & MAY COMPANY 


Consulting Hngineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








SVERDRUP & PARCEL 


Engineers & Consultants 


Design, Construction Supervision 

Steam and Hydro Power Plants 

Power Systems—Industrial Plants 
Studies—Reports 


St. Louis . San Francisco . Washington 











Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 

Public Utilities Fortnightly 
332 Pennsylvania Building 
Washington 4, D. C. 











A, W. WILLIAMS INSPECTION CO., INC, 


Specialized Inspection Service 





Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala. 
New York St. Louis Pertiand 
Inspectors stationed throughout the U.S.A. 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 
Abrams Aerial Survey Corporation << 


*Allen & Company 

*Allied Chemical Corporation—Plastics & Coal 
Chemicals Division 

*Allis-Chalmers Manufacturing Company . 

American Appraisal Company, The 

Analysts Journal, The . 

*Anchor Metals, Inc. 


*Babcock & Wilcox Company, The ... 
Black & Veatch, Consulting wes 
*Blyth & Company, Inc. 

Boni, Watkins, Jason & Co., Inc. 

Burns & McDonnell, Engineers 


c 


Carter, Earl L., Consulting Engineers 
Columbia Gas System, Inc., The 
*Combustion Engineering, The 
Commonwealth Associates, Inc. 
Commonwealth Services, Inc. .... 
Consolidated Gas and Service Company 


Day & Zimmermann, Inc., Engineers 
Dodge Division of Chrysler Corp. 
Drake & Townsend, Inc. 


*Eastman Dillion, Union Securities & Company 
*Ebasco Services Incorporated ...... 
*Electro-Motive Division, General Motors. 
Empire Gas Engineering Company 


e 
*First Boston Corporation, The 
Ford, Bacon & Davis, Inc., Engineers 
Foster Associates, !nc. ; 
Francisco & Jacobus 


G 
Gannett Fleming Corddry and Carpenter, Inc. ........ 33 
General Electric Company oe Outside Back Cover 
Gibbs & Hill, Inc., Consulting Engineers 
Gilbert Associates, Inc., Engineers 
Gilman, W. C., & Company, poe 
*Glore, Forgan & Company 


*Halsey, Stuart & Company, Inc. 

*Harnischfeger Corpcration 

*Harriman, Ripley & Company 

Harza Engineering Company 

Hi-Voltage Equipment Company Inside Back Cover 
Hoosier Engineering Company .. Seon ee earls hin cia a 


International Business Machines Corp. . 
International Engineering Company, Inc. 
Internuclear Company .. : 
Irving Trust Company . 


Inside Front Cover 


*Fortnightly advertisers not in this issue. 


J 


Jackson & Moreland, Inc., Engineers .. 
Jensen, Bowen & Farrell, Engineers 


K 
*Kellogg, M. W. Company, The 
*Kidder, Peabody & Company .. 
*Kuhn Loeb & Company ...... 
Kuljian Corporation, The 


*Langley, W. C. & Co. 

Leffler, William S., Engineers ‘Associated . 

*Lehman Brothers 

*Line Material Industries .... Nets Varin aee 
*Loeb (Carl M.) Rhoades & ees 
Loftus, Peter F., Corporation 

Lutz & May Company, Consulting Engineers 


Main, Chas. T., Inc., Engineers .. PA 
*Merrill Lynch, Pierce, Fenner & Smith, i os, 
Miner & Miner, Consulting Engineers ............ 
*Morgan Stanley & Company 





National Association of Railroad & Utilities 
Commissioners 
Newport News Shipbuilding & Dry Dock Company 





°o 


Osmose Wood Preserving Company of America, Inc... 


P 


Pioneer Service & Engineering Company 
Pittsburgh Testing Laboratory . 
*Plastic and Coal Chem. Div., Allied Chemical Corp. 


Recording & Statistical Corporation ............. 
Remington Rand Div. of Sperry Rand Oe... 


s 


Sanderson & Porter, Engineers 

Sargent & Lundy, Engineers .. ae 
Schulman, A. S., Electric Co., Engineers Soy 
*Smith Barney & Company . 
Staflord, R. W., Company, The, Consultants . . 
Standard Research Consultants, Inc. 

Stone and Webster Engineering Corporation . 
*Studebaker-Packard Corporation 

Sverdrup & Parcel, Engineers & Consultants . 


Texoma Enterprises, Inc. 


Victoria 


*Westinghouse Electric Corporation .. 
White, J. G., Engineering Corp., The .. 
*White, Weld & Co. 

Whitman, Requardt and Associates 
Williams, A. W., Inspection Co., Inc. ... 
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Nictoria Mouorne Georgian Gothic 
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DECORATIVE PANELS 
Tudor design shown above, 


others at left. 


Ask your Joslyn representative 
for complete details about 
Hi-Valtage-Joslyn enclosures. 


e As most substations are now built, the public 

sees only a hodge-podge of miscellaneous industrial- 
looking material set behind a cold gray steel wire 
fence topped with barbed wire. The whole aspect is 
foreboding. Small wonder that the public resents 









and resists the construction of substations 
in residential neighborhoods. 

Contrast this with the screening effect 
of Joslyn-Hi-Voltage Enclosures. The 
design can be varied to harmonize 
with the architecture of the neighbor- 
hood, and in a matter of hours, 
your substation can be transformed £ rl 
into a structure that complements “jm eens, 
and enhances civic values. 





ASK FOR 


1 t-VOLTAGE EQUIPMENT COMPANY 


DIVISION OF JOSLYN MFG. & SUPPLY CO. 


4000 EAST 116th STREET + GLEVELAND 5, OHIO 
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CLIMAXING 3 YEARS OF PLANNING: General Electric's 
Dr. P. A. Abetti, Project Manager, breaks ground for first 
Project EHV tower. Ceremonies were held May 27, 1959 at 
northern terminus of line, Pittsfield, Mass. Watching are 


*Also cooperating on Project EHV: Aluminum Company of America; 
American Bridge Division, United States Steel; Anchor Metals; Brewer- 
Titchener Corp.;- Petersen Engineering Co.; Rilco Laminated Products; 
Western Massachusetts Electric Co.; and Weyerhaeuser Timber Co. 
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‘> 
(from left) J. W. Seaman and L. Wetherill, G.E.; L. R. Ga 
Philadelphia Electric Co.; R. M. Wood and H. E. Ma 
Stone & Webster Engineering Corp.; and J. H. Foote, Co 
monwealth Associates.* 


PROJECT EHV 
CONSTRUCTIO 
UNDERWAY! 


Construction crews and earth movers are no 
busy at the site of General Electric’s expen 
mental EHV power line. By year’s end, th 
northern substation and three portal t«wers' 
be erected. Next spring, this sectioi will b 
energized for tests in 400- to 550-KV rage. Upm 
completion of the entire line in 1967, Proj 
EHV will be 4! miles long, employ © 3 towe 
and operate at 750-KV maximum. Po ting tif 
way to America’s power-filled futur: Projet 
EHV is an unusual research tool—help: g assult 
in advance, that EHV apparatus, t: ‘hnolog 
and experience will be ready when ele tric uth 
ities design and build the super-vol ge lind 
of the future. For more informatior  contad 
your local G-E Apparatus Sales Office ie 


MORE POWER TO AMERICA 


GENERAL @@ ELEC ‘Rit 


